Stabilised Accounting 


Is It a Solution to Price Level Problems ? 


By VICTOR L. GOLE 


ACK in the relatively calm days of 
the middle 1930’s when the 
economies of many Nations were climb- 
ing back to what was loosely called 
normality after the disturbing years of 
depression, Henry W. Sweeney wrote a 
book called “Stabilised Accounting”. 
It is evident that Sweeney was 
vitally aware of some of the defects in 
conventional accounting statements, 


and was enthusiastic and energetic 
enough to try to do something about it. 

His book was directed to exposing 
the strange mixture of money values 
' usually found in accounting statements, 
’ ommgeld the balance sheet and to 


_ bringing these varied values to a com- 
' mon denominator related to the current 
price level. 

Undoubtedly many others were con- 
cerned with this subject, and it is a 
| characteristic feature of a period of 

accelerated inflation that a tremendous 
' impetus is given to constructive think- 

, because the particular problem it- 

f is more vivid and provocative in 
such a period. It is also very likely 
_ that the various aspects of the problem 
will appear more realistic and pressing 
under these conditions. If Sweeney had 

n writing in the present decade, it 
is quite possible he would have found 
considerable emphasis for his observa- 
tions. 

A host of writers in various parts 
| of the world have, in recent years, felt 
impelled to express themselves on the 
'Bubject of accounting technique in 

Periods of rising price level, or as it is 
ef called “price level accounting”’. 
» That this subject is highly contro- 
Yersial is very evident from the many 
and varied contributions in accounting 
literature. It would be no exaggeration 

say that probably no other subject 

n so predominant in accounting 
ture in recent years. This is not 
cult to understand when the various 
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aspects of the subject are considered. 
It is a many-sided subject, attracting 
the interest of many different parties. 
It is not the province of the accountant 
alone; economists and businessmen have 
enlarged the area of debate and 
probably added to the complexities of 
the problem. The difficulty of keeping 
the discussion at the accounting level 
is also apparent. Reporting, statistical 
interpretation and economic measure- 
ment are inevitably drawn into the pic- 
ture. The intrusion of these other fac- 
tors has undoubtedly been partly the 
cause of intensifying the controversy 
and confusing the thinking, until now 
it is difficult indeed to separate the 
purely accounting aspects from a num- 
ber of others including depreciation 
policy, taxation and capital erosion. 


A Time Honoured Convention 


Orthodox accounting has enthroned 
the “constant money value” convention, 
or as it is often called, the “historic 
cost” convention. Great homage has 
been paid to it over the years, although 
not without some questioning by those 
who have been concerned with real 
costs, real profits, and real capital, as 
distinct from original money outlays. 


This homage has from time to time 
received the blessing of authoritative 
bodies in various countries, and still has 
a host of supporters in spite of a grow- 
ing number of opponents. There is, 
of course, an understandable reluctance 
to change drastically the basic struc- 
ture of accounting, lest in so doing, the 
resulting confusion should be worse 
than the objections now raised against 
the defects of accounting statements. 


Stabilised or price level accounting 
seeks to depose this convention in the 
good cause of enhancing the value of 
accounting statements. There can be 
no quarrel with this desirable objective, 
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STABILISED ACCOUNTING — Continued 


bearing in mind that accounting should 
be a good servant to business, and 
accounting statements are relatively 
useless unless they can aid policy-mak- 
ing decisions. 

But the method of achieving the ob- 
jective provides the ground for real 
controversy. Many writers have ad- 
vocated a complete change in the ac- 
counting structure right through the 
recording processes. Many others have 
advocated changes in accounting state- 
ments without interfering with the 
recording processes. This would leave 
the structure intact, but would change 
orthodox statements to something 
claimed to be more realistic. Others 
are opposed to any change from 
orthodoxy and plead for a greater 
understanding of just what accounting 
records and accounting statements are 
meant to convey. This latter group is 
concerned with greater disclosure in ac- 
counts and a clearer distinction between 
accounting entries which are intimately 
linked with orthodox recording pro- 
cesses and those which reflect decisions 
on financial policy. 


The three lines of thought can be 
classified as revolutionary change, 
caution, and improved orthodoxy. A 
very substantial body of opinion would 
seek to enhance the usefulness of con- 
ventional statements by supplementing 
them with additional statistical mat- 
ter which would bring price level impli- 
cations into reasonable focus, without 
changing the constant money value 
convention in the usual published ac- 
counts. 


Various Aspects 


Much of the advocacy for price level 
accounting is generated from one or 
more of a variety of worthy desires 
in respect of more realistic accounting. 
Attention is directed to the possibility 
that there may be a great deal of 
difference between the purchasing 
power of £’s in one accounting period 
and those in another, and this possi- 
bility is emphasised in periods of rapid 
inflation or deflation. 
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Adherence to the constant money- 
value convention results in the assump- 
tion that £’s of different purchasing 
power can be mixed together without 
destroying the usefulness of accounting 
statements drawn off from these 
records. A modification of the conven- 
tion would, of course, prescribe some 
amendment to the statements to bring 
the figures into line with the current 
price level. Emphasis has shifted from 
one feature to another between differ- 
ent writers. Depreciation accounting 
and the problem of asset replacement 
has provided a real stimulus to the sub- 
ject of price level accounting. The 
valuation of inventories has_ been 
another. The incidence of taxation and 
the inherent implications of capital 
erosion are closely related to deprecia- 
tion policy and inventory valuation. 

While it can be said with some justi- 
fication that price level accounting can 
be divorced from taxation considera- 
tions, and regarded pure and simply 
from the standpoint of a more realistic 
accounting technique, it would hardly 
be denied that much of the enthusiasm 
for price level accounting arises from 
the pious hope of a more enlightened 
taxation policy. Even so, it is true that 
there are purists whose one and only 
concern is that accounting statements 
should be constructed to reflect the cur- 
rent price level rather than a mixture 
of various price levels. Probably 
economists seeking to use accounting 
statements for significant measure 
ments at the national level are the most 
prominent among the purists. 


Depreciation Policy and the Price Level 


Ignoring for a moment the broad sub- 
ject of price level accounting, there has 
been in recent years a good deal of 
clamour for depreciation a to be 
based on replacement cost rather than 
historic cost. Much confusion has been 
introduced into this matter by chang- 
ing the concept of depreciation account 
ing from a rational apportionment to 
each accounting period during the 
effective life of the asset, of its original 
cost, to a means of providing for the 
replacement cost of the asset when it is 
worn out or becomes obsolete. Author! 
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STABILISED ACCOUNTING — Continued 


tative bodies have consistently sup- 
ported the concept that replacing the 
asset is a matter of financial policy out- 
side the range of depreciation account- 
ing. 

But this is not a one-sided subject. 
Cost accountants recognise that the de- 
preciation charge, often a significant 
item in the cost structure, must reflect 
the present economic sacrifice in the 
use of the assets. This economic sacri- 
fice is related more particularly to the 
current price level, than to the original 
money outlay. It is, of course, by no 
means heretical to have a different de- 
preciation policy for financial account- 
ing purposes to that for cost account- 
ing, and still another policy for taxa- 
tion purposes. 

The subject of depreciation account- 
ing is intimately associated with the 
amount at which non-current assets are 
featured in the balance sheet. At this 
stage the price level accounting con- 
troversy takes more definite shape. The 
advocates of stabilised accounts would 
insist that the amount at which non- 
current assets are featured should be 
their present replacement costs. 


This would be achieved by convert- 
ing periodically the book values to cur- 
rent values by the use of appropriate 
index numbers. Others would leave the 
account values stand in the books, but 
would amend the balance sheet figures 
to the current price level, simply for 
the purpose of presenting a more realis- 
tic picture. Practically the same con- 
siderations apply to certain current 
assets, particularly inventories. 

Sweeney and many others have 
recommended supplementary _ state- 
ments featuring price level adjust- 
ments to support the conventional 
statements. 

The balance sheet value of assets is 
not the only feature in this matter. Of 
equal significance is the measurement 
of income and the measurement of in- 
come is materially influenced by the 
basis of the depreciation charge. Re- 
Placement cost or historic cost in the 
primary measurement of income is of 
vital significance. If replacement cost 
is chosen, the depreciation charge in 
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the’ profit and loss account will be 
featured at a much higher figure in an 
inflationary period, than if historic cost 
were chosen. This is so, even if prud- 
ent financial management, while adher- 
ing to historic cost for depreciation 
charge has decided to set something 
aside for asset replacement, and this 
provision was related to the current re- 
placement cost. In this latter case, the 
additional amount would be an appro- 
priation out of profits rather than a 
direct charge against profits in arriv- 
ing at the primary net profit figure. 
David Solomons, writing in “The 
Accountant’s Journal” in October, 1948, 
in an article “Income—tTrue or False’, 
favours the depreciation charge being 
on replacement cost with a capital re- 
serve account to take up the difference 
between historic and replacement cost 
for the asset. His suggested entry is— 


Depreciation — Dr. On replacement 
cost. 


To Asset — Cr. Expired historic cost. 


To Capital Adjustment Reserve — 
Cr. Excess of replacement over historic 
cost. 


Stabilised or price level accounting 
carried to its ultimate conclusion aims 
at the inclusion of the depreciation 
charge on replacement cost in the 
measurement of income, and at 
featuring assets in the balance sheet at 
— value related to the current price 
evel. 


Inventory Valuation and the Price 
Level 


Just as controversial as the depre- 
ciation question has been the valuation 
of inventories in periods of changing 
price levels. It is not intended to go 
over the ground so ably covered by 
many writers and particularly by Mr. 
A. A. Fitzgerald in the Australian con- 
text. Suffice to say, that the inventory 
valuation is possibly the most signifi- 
cant influence in the measurement of 
income. This asset is very often the 
suet of all the assets in the balance 
sheet. 


The time honoured cost or market 
(whichever is the lower) rule reflects 
the inherent conservatism of account- 
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STABILISED ACCOUNTING — Continued 


ing, and although this conservatism has 
been questioned over the years, it has 
by no means been pushed right into the 
background. 


In the measurement of income, many 
prominent writers have advocated 
actual cost price of each item as the 
only true basis of inventory valuation. 


This would mean that no considera- 
tion is given to the vital fact that in- 
ventory used must be replaced in a 
going concern and the replacement will 
cost more on a rising market. Also, 
inventory value in the balance sheet will 
be at cost, and consequently will ignore 
the current price level. These are very 
similar implications to those already 
mentioned in connection with deprecia- 
tion and non-current assets. 


Once again, the cost accounting con- 
cept of economic sacrifice is significant. 
Goods used now to make sales and earn 
income, involve an economic sacrifice 
related, not to their historic cost, but 
to their replacement cost. It is this 
concept which prompts the adoption of 
the LIFO basis of charging goods to 
cost of sales account, but it has the 
effect of understating the value of in- 
ventory in the balance sheet. The prob- 
lem of attaining logic in both the profit 
and loss account and the balance sheet 
is a difficult one. David Solomons, in 
the article already referred to, seeks 
to overcome this difficulty by adopting 
this procedure. 


Cost of Sales — Dr. Replacement 
(LIFO) Cost of good sold. 


To Stock (or purchases) — Cr. FIFO 
Cost of goods sold. 


Capital Adjustment Reserve — Cr. 
Excess of LIFO on FIFO cost. 


This would cause sales to carry the 
economic sacrifice of using goods and 
having to replace them, whilst at the 
same time bringing the balance sheet 
figure in at cost with the capital reserve 
indicating how far cost was out of line 
with replacement cost. 


A full application of price level ac- 
counting in regard to inventories would 
involve the LIFO basis for charging to 
cost of sales, and the adjustment of the 
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remaining inventory to the current 
price level by use of index numbers for 
balance sheet purposes. 


Taxation and the Price Level 


The dominant influence of taxation 
on accounting practice is widely 
recognised. It is no exaggeration to 
say that accountants are inclined to 
forsake the basis of income measure- 
ment which they know to be technically 
correct, if, in so doing, the quantum of 
taxable income can be reduced for the 
business concerned. In other words, 
expediency clashes with attempted 
truth in measuring income, and the ex- 
tent to which expediency has prevailed, 
is rather obscure. While much lip ser- 
vice is rendered to the doctrines of 
consistency and disclosure, caution and 
conservatism still play a major part in 
determining income, especially for taxa- 
tion purposes. From an accounting 
standpoint, this is a pity, because the 
result is often to obscure financial 
policy decisions because the disclosure 
of them would affect the measurement 
of income for taxation purposes. This 
is particularly so in inventory valua- 
tion, accrual accounting, and deferred 
charges. 


Beyond doubt, the clamour to change 
the structure of accounting to embrace 
the concept of depreciation charges on 
replacement cost instead of historic 
cost, has been prompted to a large ex- 
tent by the desire to have taxation 
assessed on a basis which allows de- 
preciation on replacement cost as a 
deduction in arriving at the taxable 
quantum. It is possibly felt that the 
first step to this desirable objective 
would be to bring accounting state- 
ments into line with this concept. So 
far, the clamour has fallen on deaf ears. 


As already mentioned, there are 
those who would change the structure 
of accounting in the firm belief that 
replacement cost for depreciation 
charges is more realistic and therefore 
the item should be featured primarily 
in the measurement of income rather 
than appropriated to the extent of 8 
larger sum above the historic cost basis 
as a matter of financial prudence. There 
are many who would carry this reason- 
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STABILISED ACCOUNTING — Continued 


ing right through to the balance sheet 
values of depreciating assets, featuring 
these at the current replacement cost 
rather than at the unexpired historic 
cost. 

In a period of rising prices, the tend- 
ency is to value inventories very con- 
servatively in the fear that the down- 
turn may find the business in possession 
of over-valued inventories on a falling 
price level. Business experience is 
vivid enough to justify this fear. The 
down-turn may play havoc with profits. 
Conservative valuation tends to soften 
the blow, and in this respect, its 
advocates are possibly justified. 


But these same advocates are loudest 
in their clamour for depreciation 
charges to be on the top level of asset 
values without being influenced by the 
same fear of the down-turn in prices. 
In other words, current cost for in- 
ventory on an inflated price level does 
not appeal because replacement cost 
may fall suddenly and drastically, while 
at the same time replacement cost for 
depreciation charges is full of merit. 
This, to say the least of it, is incon- 
sistent and is a fair indication of the 
dominant influence of taxation on ac- 
counting practice. It is almost like 
measuring income with tongue in cheek. 


Capital Erosion 


Capital erosion is definitely linked 
with the impact of taxation. Conven- 
tional accounting statements often dis- 
close a profit which is more apparent 
than real. This is because they are 
compiled with an eye to the constany 
money value convention rather than to 
the current price level. As already 
mentioned, two very important items 
in the measurement of income and two 
which carry some strong implications 
when price level accounting is con- 
- snag are inventories and deprecia- 
ion. 


Those who use the concept of capital 
erosion as a talking point for taxation 
reform would probably like to see ac- 
counting statements redesigned to give 
effect to price level implications. If in- 
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come is measured with inventory in- 
cluded at the current cost, and depre- 
ciation charges on historic cost, it is 
claimed that the resultant figure is not 
by any means real profit. It does not 
allow for the £’s of an older vintage, as, 
for example, in the valuation of the 
opening inventory, to be matched with 
those of the newer vintage in the valua- 
tion of the closing inventory. Nor does 
it provide for the economic sacrifice in- 
curred in the use of assets to be taken 
into account with a view to maintaining 
real capital. 


In taxing the apparent profit rather 
than the real profit, it is claimed that 
there is in effect, a capital levy; or that 
capital is being taxed rather than in- 
come, 


Irrespective of what accountants may 
do to rectify this position in the com- 
pilation of accounting statements, or in 
the submission of supplementary state- 
ments for taxation purposes, the Com- 
missioner will abide by the Act which 
makes no provision for the matching of 
the £’s of different periods. This means 
that even if adequate steps are taken to 
correct these weaknesses, in the meas- 
urement of income, the impact of taxa- 
tion will not be lessened. In fact, the 
additional amounts set aside for asset 
replacement as a matter of financial 
prudence, will fall within the taxing 
net and in the case of private com- 
panies particularly, the good intentions 
will eventually be whittled down to a 
meagre sum. 

If stabilised accounting could be 
brought to an acceptable technique by 
accountants and was recognised in the 
measurement of income for taxation 
purposes, the case of the capital 
erosionists would be practically 
answered. 


Stabilised Accounting—What it Means 


It is surely a venturesome exercise 
to attempt to give a condensed version 
of a subject on which such a great deal 
of controversial writing has been done. 
Briefly, stabilised accounting has as its 
objective the inclusion of all items in 
financial statements in money terms of 
the same value. 
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STABILISED ACCOUNTING — Continued 


For a great many of these items 
which are essentially current in their 
nature, this is already accomplished in 
the usual processes of recording. These 
are items which are accounted for en- 
tirely within the short term accounting 
period before the money unit has much 
chance to change or at least to change 
in a significant way. 

The problem rests very largely on 
inventory and non-current asset valua- 
tion, and as already pointed out, these 
contain not only balance sheet implica- 
tions but are significant in the measure- 
ment of income. 


The method suggested by various 
writers to bring these £’s of different 
periods to a common denominator, is 
to apply index numbers to the older 
ones to bring them into line with the 
current ones. It is generally agreed 
that this is the best method, but the 
selection of the correct index number 
or numbers, is a different matter. There 
is not by any means unanimity of 
opinion. Some say that the best index 
number would be that which is indica- 
tive of the general purchasing power, 
and Sweeney is among the advocates of 
using such a general price level index. 
Others insist that this is unrealistic, 
and that a separate index number 
should be applied to each appropriate 
item or group. It is recognised by 
these advocates that the price level of 
all items does not change at the same 
rate, and this prompts the idea of an 
index number for each item or group 
which will be in keeping with the price 
movement of that item or group. 

These considerations omit all refer- 
ence to the method of straight-out 
valuation at balance sheet dates to 
bring the various items into line with 
the corresponding price level. What- 
ever virtue this latter method may have 
in theory, it falls down in practice be- 
cause of its inherent difficulties and the 
cost of obtaining realiable valuations. 


In an article “Accounting and Price 
Level Changes”, by A. A. Fitzgerald, 
delivered at the Sixth Convention of 
the New Zealand Society of Accountants 
in February, 1950, a very illuminating 


314 


example is given of the comparison of 
figures by four different methods — 
orthodox accounting, index number 
method, replacement cost method with 
stock on LIFO basis and orthodox ac- 
counting method with appropriations of 
profit to reserves for higher replace- 
ment costs. 

This hypothetical example shows be- 
tween the methods considerable differ- 
ences in the net profit figure after pro- 
viding for taxes, and assuming a steady 
dividend policy of the same amount each 
year, the resulting balance of profits is 
a negative figure in the index number 
and replacement cost methods. 


If the results arrived at by stabilised 
accounting are realistic, then the indi- 
cation is that the measurement of real 
income in the two cases mentioned 
serves to show up the disconcerting 
fact that dividends have been paid out 
of capital, rather than profits. In 
other words, that capital has been 
eroded in maintaining a dividend policy 
which fails to take account of the im- 
plications of the changing price level. 


Although some writers, extolling the 
virtues of stabilised accounting on the 
basis of index numbers, appear to place 
upon a few simple examples a blissful 
optimism, most writers admit the 
danger of over-simplification. 


Difficulties and Hopes 


The prime difficulty of adopting a 
technique like stabilised accounting in 
the presentation, of financial state 
ments, or even as a guide for policy- 
making decisions within the business, is 
that in spite of the great deal of re 
search and the widespread expression 
of opinion on the subject, accountants 
cannot reach any general understanding 
or agreement. How, then, could the 
general public be any better informed 
by this method than by the orthodox 
method? How could any degree of 
uniformity be achieved, both in pre 
sentation and interpretation unless ac- 
countants can agree on the class of in- 
dex number or numbers to use, and, in 
any case, where can a suitable series 
of index numbers be obtained for busi- 
ness purposes? 
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These are not arguments against 
striving towards a suitable solution of 
the problems, but rather a warning that 
the problems are yet a long way from 
being solved. It is no answer to this 
question to say that stabilised account- 
ing is hardly worth the effort because 
it will achieve no recognition by taxing 
authority. The method must precede 
the recognition in this case. It may be 
too optimistic a viewpoint to suggest 
that if a suitable and widely accepted 
method of stabilised accounting was 
devised, it may catch the favourable 
view of taxing authorities seeking an 
enlightened taxation policy. 

But the whole matter goes deeper 
than this. Policy decisions in business 
must of necessity, be related to the cur- 
rent price level. This is at least real 
and tangible. These decisions will 
naturally be assisted if various features 
in financial statements which form a 
basis for such decisions, are stated at 
the current price level instead of at 
figures which are unrelated in monetary 
terms because the money outlays were 
at different points of time. 


One point emerges clearly from all 
that has been said on this subject. It 
is far too early yet to break down the 
basic structure of orthodox accounting, 
to substitute something that is even 
now in a very debatable stage. If suit- 
able index numbers can be found, there 
is nothing to prevent the business 
enterprise from applying these to its 
own figures periodically with a view to 
injecting a greater degree of realism 
into the concepts of real costs, real 
profit, and real capital. 


This can be done in the form of sup- 
plementary statements, without disturb- 
ing the basic accounting records. Out 
of this experience, practiced widely 
enough and made available to other 
interested parties, there may develop a 
closer understanding of the method, and 
a wider recognition of its possible 
benefits. 


The whole thing presents a challeng- 
ing area for further research out of 
which may come additional opportunity 
for accounting to serve business and 
social needs at a still higher level of 
usefulness. 





THE CLEARING HOUSE 


YE OLDE RECORDS 


To the Editor, 
Sir, 


As I am faced with the vexed and 
ever-present problem of storing and fil- 
ing old records, can any reader give me 
some idea of the period of time such 
records should be kept? I refer particu- 
larly to correspondence, purchase in- 
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voices, sales invoices, purchase orders, 
etc. 

Many other accountants and secre- 
taries must have the same problem, and 
an exchange of ideas through our 
journal would probably save the cost of 
a building and decrease the cost of fuel 
in the boiler station. 

“NO DECADE” 
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Australian Society of Accountants 


(Incorporated in Australian Capital Territory) 
87 Queen Street, Melbourne 
VICTORIA 


NOTICE IS HEREBY GIVEN that an Extraordinary General Meet- 
ing of the AUSTRALIAN SOCIETY OF ACCOUNTANTS will be held at 
5 Bligh Street, Sydney, on Wednesday, the fifteenth day of September, 
1954, at five-thirty o’clock in the afternoon, when the subjoined resolu- 


tion will be proposed :— 


SHOULD the said Resolution be passed by the requisite majority, 
it will be submitted for confirmation as a Special Resolution at a further 
Extraordinary General Meeting, and such Meeting will be held on Friday, 
the first day of October, 1954, at the same time and place, for the pur- 
pose of considering, and if thought fit, confirming such Resolution as 


a Special Resolution. 


RESOLUTION 


THAT the Articles of Association be 
altered in manner following:— 

A. The following Article shall be sub- 
stituted for Article 5:— 

“5. (1) There shall be the following classes 
of members, namely: Fellows, Associates and 
Provisional Associates. The class to which a 
member belongs is herein referred to as his 
status. 

“(2) There shall be the following lists of 
members within each class, namely: Active 
Membership List, Honorary Membership List, 
Life Membership List, Separate Membership 
List and Special Membership List. The name 
of every member shall except as hereinafter 
provided be included in the Active Member- 
ship List according to his status in the 
Society.” 


B. The following Article shall be substituted 
for Article 6:— 

“6. (1) For admission as a member of the 
Society or for a change in his status or for 
a change in the list upon which his name is 
entered in the Register every applicant shall 
in any case where these Articles so require 
pass the prescribed examinations (unless 
exempted therefrom as hereinafter provided) 
comply with the requisites of these Articles 
for membership status and listing and also 
comply with such other conditions and possess 
such other qualifications as the General 
Council may prescribe either generally or in 
any particular case. 

“(2) Every applicant shall apply in such 
form and manner pay such fees at such 
times in such manner and to such person as 
the General Council may from time to time 
prescribe and shall agree that if admitted as 
a member he will be bound by the provisions 
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of the Memorandum and Articles of Associa- 
tion of the Society and of the by-laws of the 
General Council then in force or which may 
thereafter from time to time be in force. 

“(3) The General Council may in its dis- 
cretion and without being required to assign 
any reason therefor refuse to accept any ap- 
plication for admission to membership of the 
Society or for a change in the status of a 
member or for a change in his listing as a 
member and may in a like manner refuse to 
admit any applicant to membership or grant 
any applicant a change in status or listing.” 


C. In paragraph (2) of Article 8 the follow- 
ing sub-paragraphs shall be substituted for 
sub-paragraphs (a) to (d) inclusive:— 

“(a) Two years’ practice alone or in partner- 
ship as a Public Accountant; 

“(b) Three years’ experience as a clerk to 
a Public Accountant; 

“(c) Three years’ experience as an officer 
of the Auditor General of a State or of the 
Commonwealth of Australia; 

“(d) Five years’ experience in accountancy 
and/or finance in such capacity and in such 
employment as the General Council may from 
time to time deem sufficient.” 


D. The following Article shall be substituted 
for Article 14:— 

“14, Any person not being a member of 
the Society who has rendered such services 
to the Society as would in the opinion of the 
General Council entitle him to the distinction 
or upon whom the General Council desires t 
confer such distinction because of his know- 
ledge and experience in pursuits connec 
with the profession of accountancy may 
admitted by the General Council as an Honor- 
ary Member of such status as the General 
Council may think fit. The name of the mem- 
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ber shall thereupon be entered in the Register 
of Members on the Honorary Membership 
List according to his status in the Society. 
An Honorary Member shall not be entitled 
to hold any office or sit on the General Council 
or on any Divisional Council.” 


E. The following Article shall be substituted 
for Article 15:— 

“15. (1) Any member who has rendered 
such services to the Society as would in the 
opinion of the General Council entitle him to 
the distinction or upon whom the General 
Council desires to confer such distinction be- 
cause of his knowledge and experience in pur- 
suits connected with the profession of 
accountancy may be elected by the General 
Council as a Life Member. The name of the 
member shall thereupon be entered in the 
Register of Members on the Life Membership 
List according to his status in the Society. 
PROVIDED THAT for the purpose of this 
Article services rendered to the Common- 
wealth Institute of Accountants the Federal 
Institute of Accountants or any other Institute 
Corporation or Society of Accountants pre- 
scribed by the General Council shall be taken 
into account. 

“(2) A Life Member shall be entitled to all 
the privileges of membership without payment 
of the Annual Subscription.” 


F. The following Article shall be inserted 
after Article 15:— 

“15A. (1) The name of any member who 
in the opinion of the General Council is no 
longer directly or indirectly engaged in work 
relating to Accountancy and/or finance may 
be entered in the Register of Members on the 
Separate Membership List according to his 
status in the Society. 

“(2) For entry on the Separate Membership 
List every applicant shall:— 

“(a) Apply in writing in the prescribed 
form; 

“(b) State the nature of his profession 
business or occupation from the date of his 
admission to the prescribed examinations; 

“(c) Satisfy the General Council in such 
manner as it shall require that he is not 
directly or indirectly engaged in work relating 
to accountancy and/or finance; and 

“(d) Comply with such other conditions and 
possess such other qualifications as _ the 
General Council may prescribe either generally 
or in any particular case. 

“(3) If the General Council approve such 
application the name of the member shall be 
entered on the Separate Membership List in 
the Register of Members so long only as he 
is not engaged in work relating to accountancy 
and/or finance. Upon such member becoming 
80 engaged his name shall be restored +o the 
Active Membership List in the Register of 
Members according to his status in the Society. 
No fees shall be payable by a member in re- 
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spect of any such entries. The decision of the 
General Council as to whether a member is 
or is not engaged in work relating to account- 
ancy and/or finance shall be conclusive.” 


G. The following Article shall be inserted 
after Article 15A:— 

“15B. (1) Any member who has attained 
the age of sixty-five years and who has been 
a member for at least twenty-five years shall 
be entitled to apply in writing in the pre- 
scribed form to have his name entered in the 
Register of Members on the Special Member- 
ship List according to his status in the Society. 

“(2) In calculating membership for at least 
twenty-five years for the purpose of this 
Article a period of membership in the Com- 
monwealth Institute of Accountants the 
Federal Institute of Accountants or any other 
Institute Corporation or Society of Account- 
ants prescribed by the General Council shall 
if continuous up to the date of becoming a 
member of the Society be taken into account. 

“(3) A Special Member shall be entitled to 
all the privileges of membership without pay- 
ment of the annual subscription.” 


H. In Article 21— 

(i) Paragraph (1) shall be cancelled. 

(ii) Paragraphs (2) and (3) shall be re- 
numbered (1) and (2). 


I: The following Article shall be substi- 
tuted for Article 26:— 

“26. (1) So long as he continues to be a 
member but no longer any Fellow Associate 
or Provisional Associate may use the follow- 
ing words or letters after his name to indicate 
his membership in the Society: the words 
Fellow (or Associate or Provisional Associate 
as the case may be) of the Australian Society 
of Accountants or the letters F.A.S.A., 
A.A.S.A., or A.A.S.A.(Prov.) respectively. 
Save as aforesaid no member shall use or cause 
to be used any words or letters in conjunction 
with his name to indicate that he is a member 
of the Society and no member without the 
authority of a resolution of the General 
Council shall use in conjunction with the words 
or letters indicating his membership in the 
Society any words or letters after his name 
indicating his membership of any other Cor- 
poration Institute or Society of Accountants 
or Bookkeepers. 

“(2) No member in partnership with any 
person not a member shall describe the firm 
as members of the Society or use any words 
or letters in any manner whatsoever which 
may tend to indicate that all the partners in 
the firm are members of the Society.” 


J. The following Article shall be inserted 
after Article 29:— 

“29A. A Divisional Council in respect of 
members of its Division and the General 
Council in respect of all other members may 
appoint a Committee of the Council to be 
called the Disciplinary Committee and may 
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delegate to such Committee all or any of the 
powers conferred on it by Article 29.” 


K. The following Article shall be substi- 
tuted for Article 30:— 

“30. (1) The powers conferred on a Council 
by Article 29 shall not be exercised until a 
report on the matter in question has been 
made to it by an Investigation Committee 
appointed for that purpose and until a meet- 
ing of the Council or the Disciplinary Com- 
mittee has been held for the purpose of con- 
sidering such matter of which meeting the 
member concerned has been given not less than 
fourteen days’ previous notice in writing 
specifying the matter or matters to be con- 
sidered and at which meeting such member 
shall be given the opportunity of being heard 
by himself his solicitor or counsel or by some 
other member on his behalf and of presenting 
such evidence as he may desire. 

“(2) The proceedings at every such meeting 
shall be conducted in such manner as the 
General Council may from time to time 
prescribe. 

“(3) The Council concerned or its Disci- 
plinary Committee may itself engage a solici- 
tor with or without counsel to assist it at 
such meeting. 

“(4) No Council and no Disciplinary Com- 
mittee shall be under any obligation to dis- 
close to the member concerned or any other 
member the source of any information giving 
rise to such proceedings.” 


L. The following Article shall be substi- 
tuted for Article 32:— 

“32. Any decision of a Divisional Council 
or any decision of a Disciplinary Committee 
of such Council to suspend a member of a 
Division or to forfeit his membership shall 
be communicated to such member and if the 
effect would be to deprive him of membership 
he shall be entitled to appeal to the General 
Council on giving to the Divisional Council 
or the Disciplinary Committee of such Council 
notice thereof in writing within one calendar 
month next after the date of such communi- 
cation but no such notice of appeal shall oper- 
ate as a stay of proceedings unless the said 
Divisional Council or the Disciplinary Com- 
mittee thereof shall so direct.” 


M. The following Article shall be substi- 
tuted for Article 33:— 

“33. Public notice of any suspension or 
forfeiture of membership or any censure or 
admonishment of a member or any fine im- 
posed upon a member may be published in 
such manner as the Council concerned shall 
deem fit and the Certificate of Membership of 
the member so suspended or excluded shall 
in either case be delivered to such Council to 
be retained during his suspension or to be 
cancelled.” 
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N. The following Article shall be substi- 
tuted for Article 35:— 

“35. The distinction of Honorary or Life 
Membership may for such cause as the General 
Council thinks fit be forfeited by special 
resolution of the General Council and the 
member concerned shall thereupon cease to 
be listed as an Honorary or Life Member.” 


O. The following Article shall be substi- 
tuted for Article 47:— 

“47, The Register of Members and 
Divisional Registers shall set out the status of 
each member the list upon which his name is 
entered and shall contain such further par- 
ticulars as may from time to time be pre- 
scribed by the General Council.” 


P. The following Article shall be substi- 
tuted for Article 49:— 

“49. No name or designation except the 
names and designations of those members 
already on the Register shall be entered there- 
in or in a Divisional Register save on the 
authority of the General Council and a 
Divisional Council respectively nor shall any 
name be removed from such Registers nor 
the status or listing therein be changed save 
on the like authority.” 


Q. In Article 52 the words “a State” shall 
be substituted for the words “the State”. 


R. In Article 55 the words “twenty-eight 
days” shall be substituted for the words 
“tweny-one days”. 


S. In Article 60:— 

(i) In paragraph (1) the figures “129(2)” 
shall be substituted for the figures “127(2)”. 

(ii) In paragraph (2) the words “the Council 
<< shall be inserted after the words “report 
of”. 


T. In Article 61 the words “shall be a 
quorum” shall be inserted after the word 
“vote” wherein secondly therein appearing. 


U. In Article 64 the words “a requisition 
under Article 54” shall be substituted for the 
words “such requisition as aforesaid”. 


V. In Article 80 the words “not being a 
Fellow Associate or Provisional Associate” 
shall be deleted. 


W. In Article 81 the words “Returning 
Officer” shall be substituted for the words 
“Chairman of such meeting”. 


X. The following Article shall be substi- 
tuted for Article 83:— 

“88. Subject to the term of office of the 
first General Council under Article 82 hereof 
the General Council shall consist of sixteen 
members and shall be elected by the Divisional 
Council on the following basis: New South 
Wales four representatives; Queensland three 
representatives; South Australia two repre- 
sentatives; Tasmania one representative; Vic- 
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toria four representatives; Western Australia 
two representatives.” 


Y. Article 84 shall be cancelled. 


Z. In Article 89: — 

(i) The number “90” shall be substituted 
for the number “84”, 

(ii) The words “In default of agreement 
between two or more Councillors who have 
been in office an equal length of time the 
Chairman of the meeting may request them 
to draw lots and if any or all decline shall 
himself draw lots for them and shall in 
accordance with results of such drawing of 
lots declare which of them shall remain in 
office” shall be substituted for the words “As 
between two or more who have been in office 
an equal length of time the Councillors to 
retire shall in default of agreement between 
them be determined by lot.” 


AA. In Article 92:— 

(i) The following paragraph shall be in- 
serted at the commencement of the Article 
and be numbered paragraph (1):— 

“(1) Any casual vacancy occurring in the 
first General Council may be filled by the 
Council of the Division which the Councillor 
causing the vacancy represented by the elec- 
tion of a qualified member who shall retain 
his office so long only as the vacating 
Councillor would have retained the same if 
no vacancy had occurred.” 


(ii) The existing Article shall be treated 
as a separate paragraph and shall be num- 
bered paragraph (2). 


BB. In paragraph (2) of Article 100 the 
words “In default of agreement between two 
or more Councillors who have been in office 
an equal length of time the Chairman of the 
meeting may request them to draw lots and 
if any or all decline shall himself draw lots 
for them and shall in accordance with the 
results of such drawing of lots declare which 
of them shall remain in office” shall be substi- 
tuted for the words “As between two or more 
who have been in office an equal length of 
time the Councillors to retire shall in default 
of agreement between them be determined by 
lot”. 


CC. In Article 110 the words “the Chair- 
man of the meeting” shall be substituted for 
the words “the Returning Officer”. 


DD. In Article 112 the words “the Chair- 
man of the meeting” shall be substituted for 
the words “the Returning Officer”. 


EE. In Article 122 the word “registered” 
shall be deleted. 


DATED the thirty-first day of July 1954. 
By Order of the General Council 


Cc. W. ANDERSEN 
General Registrar. 


EXPLANATION OF PROPOSED AMENDMENTS 


HE proposed amendments to the 

Articles of Association (published 
on pages 316-319 of this issue) are de- 
signed by the General Council for the 
general purposes of adopting a more 
logical classification of members, of pro- 
viding for a separate designation for 
a Provisional Associate, of simplifying 
the procedure for dealing with matters 
of professional conduct and of refining 
the constitution of the General Council. 
At the same time, the opportunity is 
being taken to submit a number of tech- 
nical amendments for the purposes of 
clarification. 


Classification of Members 


It is proposed that provision should 
be made in the Articles for a classifica- 
tion of “Member on the Separate List’. 
The purpose of this classification is to 
provide for the member who has ceased 
to be associated with accountancy or 
financial work of any kind and who 
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wishes to retain his connection with 
the Society. A lower rate of subscrip- 
tion will be fixed for this class of mem- 
ber. Before an application for trans- 
fer to the Separate List will be granted, 
a member must satisfy the General 
Council that he is not directly or in- 
directly engaged in work relating to 
accountancy or finance. 

It is proposed also that provision 
should be made for a classification of 
“Member on the Special List”. This 
will cover the member who has attained 
the age of sixty-five years and who has 
been a member for at least twenty-five 
years— membership in one of the 
amalgamating bodies being taken into 
consideration. A member on the Special 
List will be entitled to all the privileges 
of membership without payment of the 
annual subscription. This will replace 
the provision of Article 21 under which 
the same concession is granted by way 
of a remission of subscription. 
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With the incorporation of the above 
provisions in the Articles, membership 
in the Society can be classified into 
classes and lists as follows:— 
Classes: 

Fellows. 

Associates. 

Provisional Associates. 

Lists within Classes: 

Life Membership List. 

Active Membership List. 

Separate Membership List. 

Special Membership List. 

Provision for the above classification 
will require the insertion of new 
Articles 15A and 15B and amendments 
to Articles 5, 6, 14, 15, 21, 35, 47, 49 
and 80 as submitted in the accompany- 
ing notice. 

In the course of considering the 
general classification of members, the 
opportunity has been taken of propos- 
ing an amendment to Article 8 (2) to 
provide for a more suitable specifica- 
tion of the experience required for ad- 
mission or advancement to the status 
of an Associate. 

Designations 

No provision is made at present for 
a separate designation for a Pro- 
visional Associate. The proposed 
amendment to Article 26 remedies this 
defect and specifies the use of words 
as well as letters to indicate member- 
ship in the Society. 


Procedure For Dealing With Cases 
of Professional Conduct 


The insertion of Article 29A and the 
amendment of Articles 30, 32 and 33 
are proposed for the purpose of simpli- 
fying the procedure for dealing with 
eases of professional conduct. At 
present, every case must first be sub- 
mitted to an Investigation Committee. 
If, in the opinion of that Committee, 
a member has a case to answer, then 
arrangements must be made for him to 
appear before a Divisional Council. 
This sometimes causes delay in the 
hearing of a complaint. The proposed 
amendments provide for the appoint- 
ment of a Disciplinary Committee as 
well as an Investigation Committee by 
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each Council, whilst still preserving the 
distinctive functions of an investigation 
committee and an independent tribunal. 
Meetings of a Disciplinary Committee 
can be convened independently of meet- 
ings of the Council, thus serving the 
dual purpose of an economy of time and 
more expeditious settlements of com- 
plaints. 


Constitution of General Council 

Under the existing Article, the num- 
ber of members to comprise the General 
Council is based upon the numbers of 
members in each Division. This results 
in a Council of sixteen members. Under 
the existing Articles, as the member- 
ship increases, the size of the Council 
would increase, but it is unlikely that 
the relative representation of the 
various Divisions would change. It is 
therefore proposed that the General 
Council should be restricted to sixteen 
members and that the representation of 
the various Divisions should be fixed on 
the existing basis which conforms 
generally with the relative populations 
of the States. Proposed amendments 
to Articles 83 and 84 are submitted ac- 
cordingly. 

An amendment to Article 92 is sub- 
mitted also to enable any vacancy on 
the first General Council, which remains 
in office for two years, to be filled by 
the Divisional Council concerned, if the 
need to do so arises. 


Copies of the Memorandum and 
Articles of Association 

Having in mind the possibility that 
some amendment would be necessary in 
the light of experience, a limited num- 
ber of copies of the Memorandum and 
Articles of Association were printed in 
the first instance. As soon as the ac- 
companying proposals for the amend- 
ment of the Articles have been settled, 
an adequate supply of copies, incor- 
porating the approved amendments, 
will be printed for distribution to all 
members interested. 

In the meantime, a copy of the rele- 
vant Articles and By-Laws relating to 
professional conduct has been issued to 
every member as a supplement to the 
January, 1954, issue of “The Aus- 
tralian Accountant” and a copy of the 
complete Memorandum and Articles 
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Special Depreciation Allowances 
G. T. WEBB, M.Com., A.AS.A. 


HE LEADER of the Opposition in 

the Federal Parliament (Dr. Evatt) 
was reported in the press on Ist May, 
1954, as having stated in Sydney the 
previous day that a Labor Government, 
if elected, would restore the 40 per cent. 
initial depreciation allowance, or, 
alternatively, give favourable considera- 
tion to a special industry modernisa- 
tion allowance for new plant and equip- 
ment purchased.” 

From this it would appear that the 
Labor Party was committed, if it had 
been returned to power on 29th May, 
1954, to the granting of special depre- 
ciation allowances as deductions from 
assessable income. These allowances 
could have taken the form of re-intro- 
duction of the initial depreciation 
allowances granted in Australia during 
the four years ended 30th June, 1949, 
(20 per cent.), and during the two 
years ended 30th June, 1951 (40 
per cent.), or “free” depreciation 
allowances, such as were introduced in 
England as from 7th April last, or 
accelerated depreciation, or a combina- 
tion of all or any of them. 

Alternatively, as Dr. Evatt specified 
that support would be given to Aus- 
tralian industry to achieve greater 
efficiency and greater productivity, 
through the constant modernisation of 
industrial machinery and equipment, 
new taxation allowances might have 
been considered which would have had 
this effect. 

Reaction to the statement made by 
Dr. Evatt regarding depreciation allow- 


ances has been, generally, to assume 
that the 40 per cent. initial deprecia- 
tion allowance on plant acquired would 
have been restored, if the Government 
had been defeated. However, it is de- 
sirable to consider the alternatives 
available to any party in power if it 
wishes to use depreciation allowances 
to secure greater efficiency and produc- 
tivity in Australian manufacturing in- 
dustries. 

In 1951, and again in 1953, I 
pointed out the objections against 
granting initial depreciation allowances 
during a period of inflation in Aus- 
tralia, and suggested that these allow- 
ances should be kept in reserve as a 
measure to induce private investment 
in plant and machinery if industrial 
activity declined or if unemployment 
developed. 

In reaching a decision on such a 
matter, the Government should have 
available a recommendation from a 
National Economic Council, but so far 
no Government in Australia has made 
a@ move to appoint such an Advisory 
Committee. “) 

There appears to be no reason why, 
at appropriate times, initial deprecia- 
tion allowances could not be granted of 
up to 100 per cent., depending upon the 
result such allowances would have in 
inducing private investment and thus 
generating employment. This is a mat- 
ter which I have discussed elsewhere. 

In introducing the British budget 
this year, the Chancellor of the Ex- 
chequer (Mr. Butler) announced the re- 





EXPLANATION OF AMENDMENTS — Continued 
may be inspected at the office of each 
State Registrar. 
Proxies 

Any member wishing to vote by 
proxy at the meetings convened by the 
accompanying notice, may do so by ob- 
taining the prescribed form from a 
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State Registrar and by returning it to 
him duly completed. 


On behalf of the General Council 


C. W. ANDERSEN, 
General Registrar. 
Melbourne, 31st July, 1954. 
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placement, as from 7th April, 1954, of 
the initial depreciation allowances by a 
new system to be called “investment 
allowances”. These taxation allow- 
ances will be at the rate of 20 per cent. 
of the cost of new youn and machinery, 
and 10 per cent. of the cost of new in- 
dustrial and agricultural buildings. The 
initial depreciation allowances ceased 
as from 7th April, 1954, except that 
mining works may choose either a 20 
per cent. investment allowance or a 40 
per cent. initial allowance. The old 
initial depreciation allowance will be 
kept for second-hand plant and 
machinery and for “ordinary”? motor 
cars. ‘°) 

These new investment allowances 
in England will be additional to 100 per 
cent. depreciation which can be claimed 
over the lifetime of the assets concerned, 
so that eventually depreciation will be 
granted to the extent of 120 per cent. 
of the cost of new plant and machinery 
and 110 per cent. of the cost of indus- 
trial and agricultural buildings. The 
additional depreciation allowed for 
taxation purposes is in the nature of a 
subsidy to new investment, and is 
similar to the “free” depreciation 
granted in earlier years in Sweden.‘ 


The Economist, in commenting on 
this provision in the budget, stated that 
“the investment allowance is Mr. 
Butler’s major bid for taking up the 
emerging slack in the capital goods in- 
dustries”.“) The introduction of such 
a fiscal measure is appropriate if there 
is idle capacity in the capital goods in- 
dustries, and in these circumstances it 
would assist in maintaining full em- 
ployment. 


On this question the Westminster 
Bank has pointed out that “Mr. Butler 
did not conceal his concern at the 
failure of the rate of fixed investment 
in private industry to expand during 
1953. Resources have flowed fairly 
freely into housing and into the public 
services, and these things are import- 
ant; but it is private industry that must 
meet the shock of foreign competition 
in export markets, and if costs are to 
be kept down, productivity must be 
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raised. This means that re-equipment 
must go ahead rapidly in this sector. 
The investment allowances are the 
Chancellor’s new remedy’. 


However, allowances such as these 
should not be given if the capital goods 
industries are fully employed, other- 
wise an inflationary condition will be 
induced. At present the capital goods 
industries in Australia appear to be 
fully employed, and inflation is still a 
serious problem in this country. The 
National Bank recently drew atten- 
tion to the dangers inherent in the 
present situation and the desirability 
of preventing a boom developing. ©° 

The re-introduction of initial depre- 
ciation allowances, or the introduction 
of investment allowances, at the pre 
sent time in Australia, would not be 
wise because of the impetus this would 
give to the inflationary conditions 
already existing. In considering sug- 
gestions that Australia should follow 
England’s lead and grant investment 
allowances on new plant and equip- 
ment,“ it should be remembered that 
such allowances should be introduced 
only if the conditions are appropriate. 


Mr. J. S. G. Wilson, an Australian 
who now is Reader in Economics at the 
University of London, commented re- 
cently that “the persistence of inflation 
over much of the post-war period has 
pointed patently to the underlying 
strains afflicting the Australian 
economy. It is the author’s personal 
view that many of the country’s diff- 
culties have been occasioned by an over- 
ambitious policy of expansion at almost 
any cost. The attempt has been made 
to invest more than has been available 
in real terms”, “?) 

The Canadian experiment in expand- 
ing private investment after the war of 
1939-45, through special depreciation 
allowances granted from November, 
1944, to March, 1949, was very success- 
ful.“*} However, private investment 
continued to increase after the special 
depreciation allowances were with- 
drawn, and in order to discourage 
further new private investment the 
budget brought down by the Canadian 
Government in April, 1951, introduced 
a scheme of deferred depreciation on 
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capital assets acquired after 10th April, 
1951, with certain exceptions. Under 
this plan depreciation was deferred for 
four years on all new capital assets 
which were not exempted.“ 


In Sweden, depreciation allowances 
for income tax purposes after the end 
of the war in 1945, including “free de- 
preciation”, were very liberal and ap- 
parently encouraged investment. In 
order to limit inflationary pressure, 
through a reduction of investment, the 
Swedish Ministry of Finance proposed 
early in 1951 a tax of 10 per cent. on 
investment in new machinery. This 
was replaced as from Ist January, 1952, 
by a 12 per cent. tax on investment in 
machinery, equipment and buildings 
(excluding dwellings) .“°” 


Fiscal Weapon 


In recent years economists have 
realized that depreciation allowances 
are an important fiscal weapon, and 
that by varying special allowances up 
or down for taxation purposes, private 
investment can be encouraged (with re- 
sulting improvements in the level of 
employment), or discouraged (as a 
counter-measure to inflation). It is 
likely that governments in _ indus- 
trialized countries will pay more atten- 
tion to these allowances in the future, 
having regard to the effect on the 
national economy rather than the bene- 
fits to be derived by individual busi- 
nesses, (®) 


After the end of the war in 1945, 
strong support was given in certain 
quarters in the United States for de- 
preciation allowances for taxation pur- 
poses to be based on replacement cost 
in place of original cost. This proposal 
was not supported by the leading Ac- 
countaincy Institutes and was rejected 
by the Bureau of Internal Revenue.” 
As a result, since 1948, American com- 
panies, generally, appear to have ceased 
advocating depreciation based on re- 
placement cost, in favour of accelerated 
depreciation, that is, higher rates of 
depreciation in order to write off fixed 
assets over a shorter period. ®) 
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The budget submitted by President 
Eisenhower in February, 1954, included 
@ proposal to allow greater freedom in 
the selection and use of depreciation 
rates, which would permit for taxation 
purposes, a larger amount to be writ- 
ten off in the early years of the life of 
fixed assets. On this point the Presi- 
dent’s budget message stated “speci- 
fically, I recommend that business be 
allowed more freedom in using straight- 
line depreciation and in selecting other 
methods of depreciation. Larger de- 
preciation charges should be allowed in 
the early years of life of property by 
the use of the declining-balance method 
of depreciation at rates double those 
permitted under the _ straight-line 
method. Other methods which give 
larger depreciation in early years 
should be accepted, so long as they do 
not produce deductions which exceed 
those available under the declining- 
balance method”. 

The opportunity might be taken to 
point out here an unsatisfactory feature 
of the present Commonwealth Income 
Tax Assessment Act. Under Section 
56 (1) a taxpayer may select the 
straight-line method for depreciation of 
fixed assets for income tax purposes, 
but unless he exercises an option within 
the time, in the manner, and subject to 
the conditions prescribed, the reducing 
balance method will apply. It is con- 
sidered that the procedure should be re- 
versed, and the straight-line method 
should apply unless the taxpayer elects 
to operate under the reducing balance 
method. 

Further, an anomalous position exists, 
in that the allowable depreciation rates 
are the same whether the straight-line 
method or the reducing-balance method 
is used. If the reducing-balance method 
is to continue, higher rates should be 
allowed than under the straight-line 
method. 

Accelerated depreciation has not re- 
ceived much publicity in Australia,@® 
and Dr. Evatt’s proposals do not appear 
to lie in this direction. The main point 
raised by Dr. Evatt, namely, the grant- 
ing of suitable depreciation allowances 
to induce manufacturers to replace 
worn and obsolete plant, relates to a 
different problem. Private investment 
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includes capital expenditure for both 
replacement and expansion, and more 
attention should be given to this dis- 
tinction.“ Initial depreciation allow- 
ances and investment allowances are 
both suitable for use if it is desired to 
influence expansion investment. How- 
ever, if the intention is to grant allow- 
ances which will result in the equipping 
of factories with new and up-to-date 
plant in place of worn and obsolete 
plant, it is considered that a different 
type of allowance is required. 

I have examined this problem else- 
where, and have suggested that the 
main factor holding up the replacement 
of depreciated plant in Australia ap- 
pears to be that if such plant is sold 
any amount received in excess of the 
depreciated value for taxation purposes, 
but not exceeding original cost, must 
be brought in as income and tax paid 
thereon. ?) 


Taxable 


It is suggested that definite long- 
term benefits would accrue, in the form 
of greater efficiency, improved produc- 
tivity, and lower manufacturing costs, 
if a procedure such as the following 
was adopted in Australia as regards de- 
preciation allowed for Commonwealth 
income tax purposes on plant and 
machinery used for manufacturing pur- 
poses (excluding buildings, building 
services, and motor vehicles) : 

(1) Depreciation to be allowed on all 
factory plant and machinery at 5 per 
cent. p.a. (one shift), straight line 
basis. This would write off all such 
plant over a 20-year term, and would 
obviate the need for the present 
elaborate schedule of allowable rates 
(Income Tax Order No. 1217). 


(2) Amounts received on the sale of 
plant in excess of the depreciated value 
for taxation purposes (based on normal 
depreciation rates), to be free of all 
taxation. Thus, with a machine pur- 
chased for £1,000 and sold for £600 at 
the end of 18 years, the £500 received 
in excess of the taxation depreciated 
value would not be taxable. 
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The first provision would place al} 
manufacturing firms on an equal basis 
as regards taxation allowances for de 
preciation of factory plant. At present 
some firms in the engineering industry 
are allowed rates of 74 per cent. p.a, 
and a limited number 10 per cent. p.a., 
while the majority are allowed 5 per 
cent. p.a. It is very doubtful whether 
the actual effective life of manufactur- 
ing plant differs so greatly. Also, while 
using the same rates, some firms are 
operating under the reducing balance 
method, while others are using the 
straight-line method — the difference, 
— a period of 20 years, is consider- 
able. 


Under the second provision, which, 
of course, is the crucial one, deprecia- 
tion allowed because plant was worked 
in excess of one shift would be recog- 
nized, but special initial depreciation 
allowances would not be recognized for 
the purpose of calculating the non- 
taxable amount on the sale of plant. 
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Licence to Dispense with Word “Limited” 


By E. T. SPACKMAN 


N ASSOCIATION may be formed 

as a limited Company and desire 
to obtain a licence from the Attorney- 
General to dispense with the word 
“limited” as part of its name. 


In “Palmer’s Company Precedents” 
the advantages are concisely stated 
“The association avoids what may 
be called the taint of commercialism. 
It becomes a permanent legal entity, 
and thereby gains stability, credit 
and dignity; the property can be 
vested in and held by the association 
in its own name and corporate 
capacity, and therefore dealings with 
such property are much facilitated, 
and expense as to trustees avoided; 
the association can contract, sue, and 
be sued in its own name, while the 
officers can act without incurring any 
personal liability.” 

The grant of a licence is in the dis- 
cretion of the Attorney-General. It has 
to be proved to his satisfaction :— 

(a) That the objects of the company regis- 

tered under the Act as a limited com- 
pany are for the promotion of commerce, 
art, science, religion, charity or any other 
useful object; 
That by its constitution the company is 
required to apply its profits, if any, or 
other income in promoting its objects, and 
is prohibited from paying any dividend to 
its members; 


(c) That the applicant association from past 
history is capable of carrying out the ob- 
jects for which it is formed; 

(d) That in all cases the financial position is 
secure; 

(e) That the amount fixed as a guarantee 
payable by a member in the event of 
liquidation is reasonable. 

The licence is not, in general, granted 
to bodies which have not some basis of 
national or general public interest, nor 
is the licence granted to bodies whose 
objects are of a controversial nature. 

The Attorney-General may authorise 
the company, by special resolution, to 
change its name to omit the word 
“limited”. The change of name shall 
not affect the identity of the company, 
or any rights or obligations of the com- 
pany or any legal proceedings that 
might have been continued or com- 
menced. 

Following the previous Victorian 
legislation, a company (except a De- 
posit, Provident or Benefit Society) ob- 
taining a licence to dispense with the 
word “limited” in its name is exempted 
under the Companies Act from the obli- 
gation to keep proper books of account 
and have them audited, and the filing 
of lists of Members with the Registrar- 
General. 

Briefly stated the Victorian Attorney- 
General requires the following clauses 
to be inserted in the Memorandum :— 

(Continued overleaf) 
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THE WORD LIMITED — Continued 


(a) That the income and property shall be 
applied solely towards the promotion of 
the objects of the Association as set forth 
in the Memorandum of Association. No 
member of the Council of Management 
or governing body shall be appointed to 
any salaried office of the Association or 
any office paid by fees, remuneration or 
other benefit in money or money’s worth, 
except repayment of out-of-pocket ex- 
penses. 

Payments for services rendered, by 
officers or servants, to the Association, 
and interest not exceding 5 per cent. p.a., 
on money borrowed from members, are 
exempted; 

That the payment of any dividends to 
members shall be prohibited; 

That if the Association acts in contra- 
vention of (a) and (b) or such further 
conditions which may be imposed in 
respect of such clauses, the liability of 
every member of the Council of Manage- 
ment or governing body shall be un- 
limited, and the liability of every mem- 
ber of the Association who has received 
any such dividend, bonus or profit, afore- 
said, shall likewise be unlimited; 

That every member of the Association 
undertakes to contribute (usually £10 
maximum) to the assets of the Associa- 
tion in the event of it being wound-up 
during the time that he is a member, or 
within one year afterwards, for payment 
of its debts and liabilities contracted be- 
fore the time at which he ceases to be a 
member, and of the costs, charges and 
expenses of winding-up, and for the ad- 
justment of the rights of the contribu- 
tories amongst themselves such amount as 
may be required not exceeding the speci- 
fied amount, or in the case of his liability 
becoming unlimited such other amount as 
may be required in pursuance of clause 
(c) above; 

That true accounts shall be kept of the 
sums of money received and expended by 
the Association and of the property, 
credits and liabilities; and, subject to any 
reasonable restrictions as to the time and 
manner of inspecting the same that may 
be imposed in accordance with the regu- 
lations of the Association for the time 
being in force, shall be open to the in- 
spection of members. Once at least in 
every year, the accounts of the Associa- 
tion shall be examined and the correct- 
ness of the balance sheet ascertained by 
one or more licensed Company auditor or 
auditors. Such accounts shall, on the 
written request of the Attorney-General, 
be produced for inspection by him or by 
some person or persons authorized in 
writing by him for the purpose; 

That if upon the winding-up or dissolu- 
tion of the Association there remains, 


after the satisfaction of all its debts and 
liabilities, any property whatsoever, the 
same shall not be paid to or distributed 
among the members of the Association, 
but shall be given or transferred to some 
other institution or institutions having 
objects similar to the objects of the Asso- 
ciation, and which shall prohibit the dis- 
tribution of its or their income and 
property among its or their members to 
an extent at least as great as is imposed 
on the Association by its own Memoran- 
dum of Association; such institution or 
institutions to be determined by the mem- 
bers of the Association at or before the 
time of dissolution and in default thereof 
by the Supreme Court of Victoria or a 
Judge of that Court as may have or 
acquire jurisdiction in the matter; 

The Memorandum and Articles of Asso- 
ciation must be approved by the Attorney- 
General and no addition, alteration or 
amendment shall be made to or in the 
Articles of Association for the time being 
in force unless the same shall have been 
previously submitted to and approved by 
the Attorney-General. 

In the case of a professional associa- 
tion the Attorney-General restricts the 
powers as set out in the Memorandum, 
to carrying out the main object of the 
Association. 

The Association may _ publish 
journals, magazines and books of in- 
terest to members, but it is not per- 
mitted to carry on business as pub 
lishers. 

It is not empowered to sell or arrange 
for the sale, or to act as agent or arbi- 
trator in connection with the sale or 
purchase of practices or businesses, or 
to do so either gratuitously or for a fee 
or charge. ; 

The power to find or assist in finding 
employment and to act as an employ- 
ment agency or bureau for members, 
and give information as to the employ- 
ment of members and to charge fees for 
so doing, or to act gratuitously in such 
matters, is reduced to finding employ- 
ment for members and to collecting and 
giving information as to the employ- 
ment of members. . 

It cannot carry on or engage in any 
other business, undertaking or project, 
or make arrangements for joint adven- 
ture, which may seem to the Associa- 
tion, capable of being conveniently car- 
ried on in connection with or calculated 
directly or indirectly to further the ob 
jects of the Association. 
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“On the Spot’— 
Or Front Office Accounting 


By R. E. MASKELL 


EWED realistically, accounting is 

a merchandising function. Pro- 
perly applied, it is not only the cul- 
mination of a sale supported by a re- 
ceipt/s and the formal recording of the 
transaction by the ledger-keepers— 
“the writing of an epitaph on dead 
money”. 

It is more than this—prompt, ac- 
curate service to customers creates sub- 
stantial goodwill with the consequence 
that the customers, if otherwise satis- 
fied, “come again”. 

The best way to test this is by the 
negative approach—the absence of 
courteous, prompt attention by the of- 
fice, much argument and disputation 
over balances—amounts owing, credits 
not allowed, adjustments not made and 
80 on. 

This state of affairs may be quite 
as damaging as “smart” advertising 
and faulty merchandise not backed up 


by a ready regard for the “complaints” 
of customers—‘“the customer is al- 
ways right”—yes—“until you get his 
money” attitude. 

“On the spot” accounting—just like 
the visual hamburger, do-nut set-ups 
dotted around our cities will, it is 
averred, come more and more. 

To give it its more formal and de- 
scriptive term, “Front Office Account- 
ing” (in contrast to “Back Office” 
methods in general use today) will, it 
is believed, become the conventional 
thing in those retail stores doing hire- 
purchase, instalment-purchase and lay- 
by trading. 

As previously indicated, accounting 
is coming “to the front” in more ways 
than one. Not only will the machines 
and personnel move from the back of 
the office, but the cashier-ledger func- 
tions will tend to become merged, 
stream-lined and persenalized. Vir- 
tually, the recording function will be 





THE WORD LIMITED — Concluded 


It will not be permitted to amalga- 
mate or enter into partnership with any 
body unless the distribution of its in- 
come and property among its members 
is restricted, by virtue of its Memoran- 
dum, to an extent at least as great as 
that of the Association. 

_ It is doubtful if the Association may 
include the power, in its Memorandum, 
to prescribe and lay down scales of fees 
and charges for work by members, be- 
cause the whole of the objects and 
powers set out in the Memorandum 
would be subject to the clause :— 
“Provided that the Association 
shall not support with its funds or 
endeavour to impose on or procure to 
be observed by its members or others, 
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any regulations or restrictions which, 
if an object of the Association, would 
make it a trade union within the 
meaning of the Trade Unions Act, 
1928.” 


A licence may, at any time, be re- 
voked by the Attorney-General and 
upon revocation the Registrar-General 
shall enter the word “Limited” at the 
end of the name of the Association upon 
the register and the Association shall 
cease to enjoy the exemptions and 
privileges obtained under the licence 
and become subject to the requirements 
of the Act as regards public companies. 


Before the licence is so revoked the 
Association shall be afforded an oppor- 
tunity of being heard in opposition to 
the revocation. 
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FRONT OFFICE ACCOUNTING — Continued 


meeting the customers—with all its 
attendant advantages. 

Increasing volumes, better customer- 
service, growing competition, must be 
met in this way. 

Instalment accounting (by whatever 
name called), has many complexities— 
but the most consistent demand being 
made on the offices of organisations 
handling this type of business are :— 

(i) prompt and accurate issuance 
of receipts; 

(ii) accurate and 
ances; 

(ii) simultaneous ledger recording 

and control of audit sheets; 

(iv) responsibility control for the 

recording and balancing of all 
moneys received (and some- 
times disbursed for the pur- 
chase of secondhand goods). 

In addition, the all-important func- 
tion of credit and arrears’ control must 
be closely organised. Speaking per- 
sonally, I believe this function to be the 
life-blood of such a business. 

Briefly, front office methods are de- 
signed :— 

(i) to record through the Account- 
ing-Cash Register machine the 
amount of the purchase; 

(ii) to print this information simul- 
taneously on both the cus- 
tomer’s ledger card and the re- 
ceipt or receipt folder; 
to add the instalment debits to 
a total within the machine. 

The amount of the first payment 
(commonly called “the deposit’) is 
then recorded through the machine 
which then prints this information on 
the ledger card and receipt folder/slip. 
In turn, the machine adds this to a 
deposits total within itself. 

The new balances are then extended 
automatically and the customers’ cards 
filed in the relevant trays. 

Here is a description of what takes 
place, expressed in more human terms: 

The customer calls to pay an instal- 
ment, she (the woman always pays) 
presents her folder (we hope) to the 
cashier at the front of the office. The 


immediate bal- 


(iii) 
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cashier then selects her card from the 
tray (now in the front of the office). 

The card and receipt folder (or loose 
receipt slip) is then placed in the 
machine and the instalment is recorded 
through it. 

The machine then automatically re- 
ceipts the customer’s folder (or issues 
a loose receipt slip), posts the instal- 
ment to the card, adds the amount to, 
say, a Hire Purchase Instalments’ total 
within the machine, prints the amount 
of the instalment, the receipt number, 
the assistant’s initial letter of the check 
or audit sheet within the machine. 

The new balance is also extended 
and shown on both the customer’s 
folder (or receipt) and the ledger card. 

At a convenient time, say, at the 
close of the day’s business, the totals 
within the machine are automatically 
cleared to the control card and the in- 
ternal audit sheet. 

This information provides totals 
against which is balanced the cash re- 
ceived, and an automatic control card 
against which the ledger can be bal- 
anced (we hope). 

An arrears’ control may be super- 
imposed on the ledger cards. This is 
important for the reason that the 
balance of an account may, in fact, re- 
present arrears, payments in advance, 
part arrears—part future payments to 
be made. (As this is a subject in it 
self, this brief observation will have to 
suffice. ) 

Irrespective of a closer relationship 
between the customer and the office, 
front-office or “on the spot’”’ accounting 
ensures :— 

(i) Faster handling of receipts; 
(ii) Cash postings are up to date; 

(iii) Account balances are readily 

given; 

(iv) Duplication of work is mini- 

mised ; 

(v) Clerical errors are considerably 
reduced ; 
(vi) The customer is tactfully en- 
couraged to ask for “her 
balance”—this usually results 
in prompt payments, with all 
this implies. 
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USTRALIAN banking history was 

made recently when the E.S. and 
A. Bank opened the Commonwealth’s 
first drive-in bank at Camberwell, a 
Melbourne suburb. 


All bank transactions which are nor- 
mally handled by the teller can be car- 
ried out at the drive-in window with- 
out the client having to leave his car. 

In the brief period that the new ser- 
vice has been operating it has proved 
most popular with customers. This is 
not surprising as the procedure is both 
easy and quick, and motorist-clients 
have found it much more convenient to 
use the window than to bank in the 
normal way. 

The average time for a drive-in trans- 
action is about 14 minutes, which is 
probably a good deal less than the time 
it would take a motorist to park his 
car, lock it, and walk to the bank. 

Some transactions, such as depositing 
merely a number of cheques or cashing 
a cheque, can take less than a minute 
from the time the motorist drives in 
one gate and out the other. 

To use the new service a client en- 
ters a driveway at the rear of the bank 
and pulls up at a window built out 
from a side wall. 

The teller immediately operates a 
lever which moves a sliding steel drawer 
outwards from the steel base of the 
window. 

The client places his papers in the 
drawer, which the teller then takes in- 
side again. To complete the transac- 
tion, he passes receipts or money back 
through the drawer. 


Physical contact between client and 
teller is impossible, but they can speak 
to each other through a confidential 
inter-communication system which can- 
not be heard by anyone in a car wait- 
ing behind. 


_A microphone and speaker are set 
into the front of the window near the 
sliding drawer, and by speaking nor- 
mally the client’s voice can be heard 
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Our First Drive-in Bank 





inside the window. The teller can re- 
ply in the same manner. 

The window is of special armour- 
plate glass, and it is impossible for 
anyone to attack or intimidate the teller 
from outside. 

The window inside is fitted with the 
usual teller’s counter, coin and note 
drawers, a built-in cupboard for books 
and stationery, and a shelf joining the 
top of the counter with the cupboard. 

The walls are painted in attractive 
colours, and as seen from the outside 
the internal appearance of the window 
is most pleasing. 

The window adjoins the banking 
chamber, and the drive-in teller is only 
two or three paces from the teller in 
the chamber, and from other bank offi- 
cers. 


Adjoining the driveway to the win- 
dow is a spacious off-street parking 
area, which accommodates ten cars. 
This is for use by motorist clients who 
wish to interview the manager or con- 
duct other business inside the bank. 

Services which are available at the 
new drive-in window include all the 
business normally handled by the teller 
—credits, cashing cheques, withdrawals 
and so on. In addition, customers of 
other branches can pay in transfer 
credits or cash cheques by prior ar- 
rangement. 

Clients wishing to obtain cash for 
large payrolls can obtain instantaneous 
service by telephoning the previous 
day and fixing a time for the transac- 
tion. 

Statements of accounts, ledger in- 
quiries and cheque books are available 
from the drive-in teller. 

Customers who are frequently using 
the new service range from business- 
men paying in or withdrawing hundreds 
of pounds at a time, to housewives mak- 
ing small personal deposits or cashing 
a cheque. 

Drive-in banks will be opened at 
various branches in other States later. 
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FIRST DRIVE-IN BANK — Continued 


Banks today must not be hide-bound 
by traditional conservatism if they 
wanted to keep pace with modern busi- 
ness demands, Lord Baillieu, a director 
of the E. S. and A. Bank, declared when 
opening Australia’s first drive-in bank 
recently at Camberwell, Melbourne. 

Just as the bank manager had put 
away his striped pants and silk hat, so 
the banks had to discard some of the 
customs and traditions that were con- 
= necessary in past decades, he 
said. 

The commodity which they had to 
sell was service, and like every other 
business which wanted to progress, 
they continually had to adapt them- 
selves to new methods to meet chang- 
ing needs and to satisfy their cus- 
tomers. At the same time, they must 
retain the traditional trust and con- 
fidence which the public reposed in 
them. 

Lord Baillieu said that ten years ago 
very little thought would have been 
given to anything so radical as a drive- 
in bank, but today, the E.S. & A. 
Bank recognised that the motor car 
occupied a vital role in business and 
private life and demanded special 
facilities. 

In America the automobile was re- 
cognised as “king,” and much of the 
nation’s business activity was designed 


to meet the special needs of the 
motorist. 

Australia’s car ownership, while not 
as high as America’s, was increasing 
rapidly, spurred on in recent years by 
the fact that this country now had 
its own car-manufacturing industry. 

Traffic problems in the principal Aus- 
tralian cities were becoming more 
acute every day, and both business and 
public authorities must share the re 
sponsibility of tackling these problems. 

It might well be that every new com- 
mercial building, be it bank or office 
building, shop or warehouse, would soon 
have to provide better facilities for 
car-driving customers. 

The E. S. and A. Bank was prepared 
to do its part, and its venture at Cam- 
berwell was an example of this. 

Both the drive-in service and the 
new parking area adjoining the bank 
premises would help ease parking difi- 
culties in the busy Camberwell shop- 
ping centre. 


Lord Baillieu said that the E. S. and 
A. Bank’s policy was to strive at all 
times to provide a better service for 
its customers. It had recently estab 
lished a Hire-Purchase Department— 
the first by an Australian trading bank 
—but it was not content to rest on its 
achievements. 

It would undoubtedly introduce other 
services from time to time. 


QO 


AUSTRALIAN RECEIVES DOCTORATE AT HARVARD. 


Mr. Harold F. Craig, formerly lecturer in accountancy at the Perth Technical 
College, has been awarded the degree of doctor of commercial science at Harvard 
University, Graduate School of Business Administration. 

It is believed that Dr. Craig is the first Australian citizen to be awarded this 


degree at Harvard. 
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Fine Points of Commercial Law 


By £. H. COGHILL, LLM., (Librarian of the Supreme Court of Victoria) 


Trust of Bonus Shares 


HE case of Re Hart, 1954 V.L.R. 
239, discusses the duty of a trustee 
whose estate includes shares, when the 
companies concerned issue bonus 
shares, go into liquidation and so forth. 
Testator left his property to trus- 
tees upon trust to sell and hold the 
proceeds upon various trusts with 
power to postpone sale as long as they 
thought proper, although the invest- 
ments concerned might not be author- 
ised trustee investments. He also con- 
ferred power to invest in preference 
shares complying with certain condi- 
tions. 

Among testator’s assets were some 
Swan Brewery shares fully paid to 
25/-. The company divided each 25/- 
share into five 5/- shares. This change 
did not involve any change in the trus- 
tees’ investment, and as they continued 
to think it desirable to hold these 
shares they were entitled to do so. 
Then it made an issue of 5/- shares at 
7/- each, and gave the trustees the 
right to take up one share for each 
five held. This right the trustees ex- 
ercised, by virtue of the (Victorian) 
Trustee Act 1928 s. 10(4), and the 
Judge, Dean, J., held that this in- 
volved that these shares so acquired 
were added to the list of authorised 
investments, so far as this trust was 
concerned, and the trustees might con- 
tinue to hold them along with the 
others and subject to the same condi- 
tions. 

Subsequently, the company made a 
bonus issue of one for one, and twice 
offered further preferential rights to 
subseribe for shares for cash. As be- 
fore, the shares so acquired were held 
on the same trusts as the old. 

Another asset of the estate was a 
parcel of British Tobacco shares. It, 
too, made various issues to which ex- 
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isting shareholders were given a pre- 
ferential right to subscribe, which 
these trustees exercised. The same re- 
sult followed. 

Some other shares were in a differ- 
ent position. 

Testator had held shares in Amal- 
gamated Zinc (De Bavay’s) Ltd., 
which, at the time, was engaged in re- 
fining tailing dumps at Broken Hill. 
After testator’s death, it discontinued 
this business, sold its physical assets 
and carried on for some years as a 
holding company. Then it went into 
voluntary liquidation, some of its as- 
sets being distributed in specie among 
its shareholders. Among these were 
shares in Zinc Investments Ltd. This 
last company owned a number of 
shares in Associated Paper and Pulp 
Ltd. and when Associated Paper and 
Pulp gave a preferential right to sub- 
scribe to its shareholders, including 
Zine Investments, Zinc Investments as- 
signed this right to its own share 
holders, including our trustees, who 
exercised it. 

Dean, J., held that these shares, both 
of Zinc Investments and of Associated 
Paper and Pulp, were in a different 
category from the brewery shares. 
They were shares in different com- 
panies from that in which the testator 
had invested, and thus did not come 
within the power to retain shares. As 
it happened, they were not within the 
investment clause in the will, not being 
preference shares, and His Honour 
held, not only that the trustees could 
not invest in them without authority, 
but that he should not make an order 
giving that authority. The testator 
had carefully laid down the conditions 
on which his trustees could invest in 
company shares, and the Court should 
not ignore his wishes except for some 
compelling reason. The trustees must 
sell these shares. 
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I have always felt that this clause, 
very popular in recent years, giving 
trustees power to invest in preference 
shares, is too narrow. Many ordin- 
aries are far more attractive and just 
as safe. It was put forward in the 
first place, in the hope that Parliament 
would swallow it, and was drafted on 
the principle that half a loaf is better 
than no bread. Parliament having re- 
jected it, it is high time solicitors 
worked out a more realistic provision, 
and many have done so. 


Damages for Breach of Contract 
of Sale 


E all know the rule embodied in 

the (English) Sale of Goods Act 
1893, sec. 50(3) that the damages for 
breach of a contract of sale of goods, 
is the difference between the contract 
price and the market price at the time 
when the goods should have been ac- 
cepted. 

In Campbell Mostyn (Provisions) 
Ltd. v. Barnett Trading Co. (1954) 
1 LL. L.R. 65, sellers recovered dam- 
ages under this provision although 
they sold the goods at a profit. The 
contract was made in January, 1951, 
for the sale of 500 cases of South 
African tinned ham. There was a very 
active market in ham in England at 
that time, with a lot of buying and 
selling at high prices, but the market 
for produce in England (like that for 
manufactured goods in Australia) 
gradually became saturated as condi- 
tions throughout the World returned 
to normal, the price of hams fell 
rapidly, and by the time the buyers had 
to take up the goods the market value 
was far below the contract price. On 
October 24, they finally repudiated. 
The sellers did not sell against them, 
as they thought the market price was 
too low, and on November 7, the Gov- 
ernment (like our Government in Aus- 
tralia) clamped down import restric- 
tions. As a result, the tinned ham 
market straightened itself out, people 
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suddenly realised that Christmas was 
approaching, and finally the plaintiffs 
sold their ham at a profit. 


Defendants thought this let them 
out, and were very hurt when plain- 
tiffs wanted damages as well. How- 
ever the law (and the logic) of the 
situation are quite plain. If the price 
of hams had continued to fall the de- 
fendants would have certainly, and 
properly, urged that what happened 
after October 24 was a private specula- 
tion of the plaintiffs, and none of their 
concern. The same answer applied if 
prices rose. The damages were fixed 
on the day of the default. After that, 
what the plaintiffs did with the hams 
was none of the defendants’ business, 
If plaintiffs sold them for a high price 
or a low, or ate them themselves, or 
gave them to the Red Cross, or let 
them go bad, was all one to the defend- 
ants. Their liability was determined 
once for all by the position as it existed 
on that critical day, and damages must 
be assessed on that basis. 


Warranty on Sale of Fuel 

N Wilson v. Rickett Cockerell & Co. 

(1954) 2 W.L.R. 629, defendants 
were fuel merchants. Plaintiff rang 
them and ordered a ton of “Coalite”, 
a manufactured fuel, resembling coal. 
When some was put on the fire, there 
was an explosion and plaintiff suffered 
damage to his house and furniture. 
The most likely explanation was that 
some coal in the defendant’s yard had 
contained an unexploded detonator 
or charge of explosives, and that that 
coal had become mixed with the coal- 
ite. 

On these facts, the plaintiff sued the 
defendants, alleging that there had 
been a breach of the implied warranty 
of fitness, but the County Court held 
that each lump of coalite was perfectly 
fit for the purpose for which it was 
sold, and the presence of an “extra” 
which was not fit could not detract 
from the fitness of what did comply 
with the contract. 


On appeal, the Court of Appeal em- 
phatically rejected this rather meta- 
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COMMERCIAL LAW — Continued 


physical argument. Each lump of fuel 
was not the subject of a separate con- 
tract. The whole ton was rendered 
unfit by the fact that somewhere in it 
there was a trap. Similarly, the bun 
with a stone in it was unfit for con- 
sumption—Chaproniere v. Mason, 21 
T.L.R. 633—as was the milk which 
had typhoid germs as an “extra”— 
Frost v. Aylesbury Dairy (1905), 1 
K.B. 608. 

It was true that the plaintiff could 
not rely on the condition that the goods 
should be fit for the purpose for which 
he bought them—Sale of Goods Act 
1899 (England) sec. 14 (1)—because 
they were ordered under their “patent 
or other trade name” within the mean- 
ing of the proviso to that sub-section. 
However, they were not “of merchant- 
able quality”, within the meaning of 
sub-section (2), and plaintiff should 
succeed under that sub-section. 


Russian Companies Again 


T is over thirty-five years since the 

Russian Revolution, nevertheless, 
some of the mess still requires to be 
cleared up. An example of this is the 
recent case, Re the Azoff-Don Commer- 
cial Bank (1954), 2 W.L.R. 654. 

In that case the Bank was incorpor- 
ated in 1872, and carried on business 
throughout Russia. It had never had 
a branch in England, but it had had 
many English business dealings, and 
had substantial assets in that country. 
It was also a shareholder in Hambro’s 
Bank, an English corporation. As far 
as appeared, it had no English 
creditors at any relevant time. As a 
result of the Russian revolution it 
ceased to exist, probably about 1918, 
certainly by 1922, and was dissolved 
according to Soviet law. 

In 1953, certain Norwegian creditors 
presented a winding-up petition, which 
was opposed by the Crown. 

The argument put forward by the 
Crown was that as the Bank had 
ceased to exist in Russia, its home 
country, it had ceased to exist every- 
where, and that its assets were now 
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ownerless and belonged to the Crown 
as ownerless things (“Bona Vacan- 
tia”). 

The Crown disclaimed any intention 
of merely pocketing the proceeds, stat- 
ing that the idea was to realise these 
assets and use them for payment of 
Russian debts owed by other Russian 
debtors to English creditors. 

The Court held that the whole point 
of the Companies Act provisions relat- 
ing to the winding-up of foreign com- 
panies which had already been dis- 
solved, was to see that assets of such 
companies as these were properly ap- 
plied in payment of their debts, and it 
was common knowledge that it was the 
position of these Russian companies 
which led to the passing of this legis- 
lation. See the English Companies 
Act 1948, sec. 400, and contrast the 
Victorian Companies Act 1938, sec. 
838(2), which requires the foreign 
company to have “had an established 
place or places of business within Vic- 
toria”’. 

Accordingly, the mere fact that the 
Company had disappeared and its as- 
sets were ownerless, did not mean that 
the Crown was entitled to succeed. 

The Court was very hostile to the 
suggestion that the Crown should be 
given these assets in order to pay 
British creditors of other Russian 
debtors. 

It seemed to it that elementary ideas 
of honesty required that its assets 
should be used to pay its own creditors, 
even if they happened to be foreigners. 
At any rate, that is a fundamental rule 
of winding-up practice, and the Court 
expressed great pleasure that the re- 
sult of making a winding-up order 
would be that that rule would be ap- 
plied. 


Restrictive Covenant by 
Accountant Employee 


N Campbell, Imrie and Shankland v. 
Park (1954), 2 D.L.R. 170, the 
Supreme Court of British Columbia 
enforced a covenant that he would not 
compete, entered into by an accountant 
employee with his employers. 
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The case reads as if it came from a 
country district. Plaintiffs, a firm of 
chartered accountants, had offices in 
six towns in the interior of British 
Columbia, and decided that they had 
enough clients in a seventh town, 
Vernon, to justify opening a branch 
there. They did so, and engaged de- 
fendant, a chartered accountant, to 
manage it on a salary and commission 
basis. At the same time, he agreed 
that when his employment ceased he 
would not practice within the City of 
Vernon or within a seventy-five mile 
radius and would not act as account- 
ant for any client of the firm. On the 
termination of his employment, he set 
up on his own account in Vernon. 

The Court pointed out that account- 
ancy is now recognised as a profession 
and continued, in language suitable to 
conditions in Australia, “The incidence 
or perhaps more correctly the severity 
and generality of income taxation have 


required all business firms and many 
individuals who did not formerly do 
so to keep systematic records. . . . The 
chartered accountant has come to oc- 
cupy ... a relation almost as confiden- 
tial as that of a solicitor. . . . The 
client having bared, if not his soul, at 
least his records, to an accountant, has 
established a confidential relationship 
which he will not lightly change, be- 
cause, for one thing, a change involves 
making the same sort of revelations to 
__ person new and strange to 
im”, 


Accordingly, the Court held that the 
plaintiffs had acted reasonably in 
exacting a covenant not to compete in 
Vernon, and not to act for former 
clients. Even if the covenant not to 
practise within 75 miles of Vernon was 
too wide (which the Court did not de- 
cide) these two stipulations were valid 
and had been broken, and the Court 
awarded damages and an injunction 
prohibiting this conduct in the future. 


Bost Fbenm + a 


Ampol Petroleum Ltd. and Leroy Manufacturing Co. Ltd. tied for first place in 
the annual awards of the Institute of Management, Sydney Division, for the best 


company reports of 1953. 


Winners of special distinction certificates were:—Carrier Air Conditioning Ltd., 
Imperial Chemical Industries of Aust. and N.Z. Ltd., Industrial Engineering Ltd. 
Jantzen (Aust.) Ltd., National Radiators Ltd. and Tutt Bryant Ltd. 


Leroy was the outright winner last year. 
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In Brief ... 


By GORDON BRUNS 


A Giant Grows.—A new share issue of 
more than usual interest is that by The 
Broken Hill Pty. Co. Ltd. Investors 
have known that a substantial call for 
additional capital would be made sooner 
or later to finance announced plans for 
expansion of steel processing facilities 
and establishment of a tinplate mill. 
This expansion is very important for 
Australia’s industrial growth, and, in 
particular, to meet domestic needs for 
steel products, which have now out- 
grown the industry’s capacity to 
supply. 

For B.H.P. shareholders, main points 
of interest were the terms of the new 
issue—the price and the proportion of 
new shares offered to old shares held. 
Provided that the company meeting in 
August approves the increase of 
nominal capital to £50 million, the new 
£1 shares will be offered at 30/- each 
in the ratio of one new for every five 
old shares held, and will raise paid 
capital to nearly £30 million. The an- 
nouncement has accompanied the de- 
claration of an increased profit for the 
year—exceeding £24 million by the 
parent company—and a steady divi- 
dend of 1/8 a £1 share (84%). 


* 


Legacy of Depression.—During the 
troubled days of depression in 1931, 
when the governments endeavoured to 
spread the burden of loss of national 
income, steps were taken to reduce 
fixed incomes in line with serious re- 
ductions which had occurred in incomes 
of wage earners, primary producers 
and others. A New South Wales con- 
tribution to this policy was the Interest 
Reduction Act, permitting companies 
to reduce dividends paid on preference 
shares by 224% of their covenanted 
rate, provided that the rate was not 
brought below 5% or below the rate 
paid on ordinary shares. 
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Many companies took advantage of 
this, but as conditions changed pre- 
ference payments were raised, and now 
most of them have restored their full 
preference rates. However, a few are 
still exercising the right to reduce pre- 
ference dividends. It is these com- 
panies which will be affected by the 
proposal by the New South Wales 
legislature to repeal the provisions 
of the Act which authorised the 
reduction. Not only will the pre- 
ferences gain a higher return, but a 
somewhat contrary influence will af- 
fect the ordinary shares in these com- 
panies. 


* 


Dollar Redemption.—Another sign of 
improvement of our currency in rela- 
tion to dollars is the redemption of a 
further 10 million dollars of 5% Aus- 
tralian Government debt in New York, 
so that less than half the original 
amount borrowed in 1925 will remain 
outstanding. This ability to repay old 
debts suggests that the recent dollar 
borrowing need not involve serious dif- 
ficulties when repayments fall due. 


* 


Retail Prices Fall.—Average movement 
of the retail price index for the whole 
of Australia in the June quarter re- 
corded the first fall for nine years. 
Taken as evidence that the economy 
has achieved a desirable stability, the 
trend is a peculiar commentary on the 
Commonwealth Court’s abandonment 
of the automatic adjustment of the 
basic wage in accord with retail price 
movements. That step was then 
thought to check the spread of infla- 
tion. But it seems that the strong in- 
flationary tendencies abated soon after 
the Court’s decision. 
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Although wage earners seemed at 
that time—about a year ago—destined 
to suffer by the abandonment of the 
adjustments, in fact, the worker will 
gain while prices are falling, because 
of the increased purchasing power of 
his earnings. But under the Victorian 
Labour Government, that State has 
compelled State Wages Boards to re- 
tain the system of adjustments aban- 
doned by the Court. One result is 
that about half a million Victorian 
workers under the control of Wages 
Boards, now lose 1/- a week because of 
the decline in the price index. 


* 


Building Booms Again.—Reports from 
various parts of Australia suggest that 
building materials and labour are in 
short supply, causing a rise in build- 
ing costs. Housing starts are increas- 
ing while completions are falling, de- 
spite an expansion in the building 
labour force. For the first quarter of 
the year, a record value of building 
was begun on commercial and institu- 
tional projects in New South Wales and 
the rate of building completion de- 
clined. For the year to June 30, the 
value of new buildings erected in the 
Sydney Metropolitan Water Board area 
was a record at more than £56 million, 
with alterations totalling almost £9 
million. Certain sections of building 
workers are able to command premium 
pay, and shortages of some essential 
materials involve delays and additional 
costs. 

This industry is so large that its 
higher costs have widespread repercus- 
sions throughout the economy, and if 
demand for building is in excess of 
Australia’s available resources, it is 
very likely that demand for other 
goods and services is close to capacity, 
and that we are being threatened with 
another round of inflationary pres- 
sures. 


* 


Garnishee Law.—An amendment has 
been made to the Victorian law in re- 
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gard to persons against whom gar- 
nishee proceedings may be effected. 
The amended act is the Employers and 
Employees Act 1928, and major pro- 
visions of the new sections, 67 and 68, 
are as follows:— 

“67. No order shall be made by any 
court judge justice or clerk of petty 
sessions for the attachment of the 
wages :— 

(a) of any male worker or of any 
unmarried female worker, ex- 
cept as hereinafter provided; or 

(b) of any married female worker. 

“68. (1) If the amount of wages, 
however payable, of a married male 
worker exceeds the rate of Eleven 
pounds seventeen shillings per week 
any surplus above that rate shall be 
liable to attachment according to the 
law in force apart from this Part and 
(except as provided in the next suc- 
ceeding sub-section) not otherwise. 

“(2) If the amount of wages, how- 
ever payable, of an unmarried male 
worker or of an unmarried female 
worker or (in relation to any order 
under the Maintenance Acts) of a mar- 
ried male worker exceeds the rate of 
Seven pounds per week any surplus 
above that rate shall be liable to at- 
tachment according to the law in force 
apart from this Part but not otherwise. 

(3) No costs or expenses of any at- 
tachment referred to in this section 
shall be chargeable against the worker 
except in cases where the total amount 
of his wages exceeds the rate of Two 
pounds above the appropriate rate re- 
ferred to in sub-section (1) or (as the 
case requires) sub-section (2) of this 
section.” 


* 


How Much For Wool.—One of the most 
important determinants of our pros- 
perity over the next twelve months or 
so will be the price received for our 
wool. Although seasonal conditions 
can still affect the weight of the wool 
to be sold in the coming season, the 
total weight of the clip can be fairly 
closely judged even now. It promises 
. be slightly greater than last season’s 
clip. 
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But the aspect which can vary 
seriously and will be watched anxiously, 
is the price received at auction. These 
auctions begin in Sydney on August 
30, and first Melbourne sales are 
scheduled for September 13. Experts 
have been forecasting firm prices gen- 
erally, because demand is estimated to 
exceed the world’s supply of wool. 


* 


Profits Higher.— Recent compilations 
by the “Australian Financial Review” 
suggest that public companies are re- 
turning better results than a year ago, 
and also paying higher dividends. Re- 
sults have been analysed of 72 com- 
panies which have closed their books 
since the beginning of 1954. Of these, 
67 showed improved net profit, 44 pay- 
ing higher dividends and 27 maintain- 
ing the previous year’s rate of distribu- 
tion. Dividends, as a percentage of 


paid capital, rose from 9.4% to 10.1%, 
while net profits, as a percentage of 
shareholders’ funds, rose from 4.6 to 
5.1. 


* 


Uniform Valuing.—The Victorian Par- 
liament is to consider a bill to estab- 
lish a central system of valuing land 
and property for rating purposes—a 
scheme which has been canvassed for 
many years and already operates in 
New South Wales, Queensland and Tas- 
mania. Values for State Land Tax, 
and for rates charged by municipali- 
ties, Board of Works and the Water 
Commission, will be assessed on a uni- 
form basis, under supervision of a 
Valuer-General in the Treasury. This 
should remove some anomalies and 
keep valuations reasonably up to date. 
The Valuer-General would be chairman 
of the statutory board responsible for 
licensing real estate valuers. 





CHAIR OF ACCOUNTING AND BUSINESS ADMINISTRATION 
IN THE UNIVERSITY OF MELBOURNE 


HE establishment in the University 

of Melbourne of a Chair of 
Accounting and Business Administra- 
tion, with particular emphasis on re- 
search, has attracted favourable com- 
ment overseas. 


A recent issue of The Accountant, 
under the heading “Another New Pro- 
fessorship”, said— 

“Readers will remember that four 
weeks ago we welcomed, in a leading 
article, the announcement by the 
Council of The Institute of Char- 
tered Accountants in England and 
Wales of the establishment in the 
University of Cambridge, as from 
October 1, 1954, of the P. D. Leake 
Professorship of Finance and Ac- 
counting. 

Another link between the account- 
ancy profession and the academic 
world has now been forged in Aus- 
tralia where the Council of the Uni- 
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versity of Melbourne has approved 
of the establishment of a Chair of 
Accounting and Business Adminis- 
tration with particular emphasis on 
research. 

An appeal for funds to finance the 
new professorship, sponsored by the 
Australian Society of Accountants 
and the Master Drapers’ Associa- 
tion, the Australasian Institute of 
Cost Accountants and the Commerce 
Graduates’ Association, succeeded in 
raising £22,000. 

Judging from the number and 
quality of the books and pamphlets 
on accountancy and kindred subjects 
which have emanated from Aus- 
tralia in recent years, enthusiasm 
among members for the furtherance 
of research in the profession is high. 


It would seem, therefore, that the 
success of this commendable new 
venture is already ensured.” 
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Model Answers 
By W. J. STEWART, B.Com., A.A.S.A. 


The answers to examination questions which appear in this section are not 
official. They have been prepared by a member of the Australian Society of 
Accountants, but have not been reviewed by the Board of Examiners. 


SUBJECT—ACCOUNTING AND AUDITING (STAGE 1) THIRD PAPER, APRIL, 1954. 


Question 1: (v) The total of the sales for 
Record the following in the journal of J. the month has been under- 
Vogue, on 3lst March, 1954, giving complete added and posted to both 
narrations :— the control account and 
(i) Purchase of a typewriter the sales account as 
wrongly charged to mer- £9485/5/-, whereas. the 
_ chandise purchases .. .. £48 10 correct figure is £9845/5/-. 
(ii) Shop fittings made on the and in preparation for a Profit and Loss 
premises from trading account make the following adjusting 
stocks on the premises for entries :— 


use in the showroom— : 
gan ee # cost) .. sy at ke an ss Aeon 
ages pal paid in advance for one 


(iii) Discount allowed ‘for the : . 
month wrongly posted to — until 30th April, 


received 
ee orele - (vii) Interest accrued on bank 
(iv) Sale of plant (at cost— overdraft .. .* . 
not depreciated in ac- (viii) Increase the existing pre- 
counts) wrongly credited vision for doubtful debts 

to the sales account .. .. 106 10 0 from £400 to £450. 


— 


xs oom «eat me =et oO oO fF 


So os OOo or 


Answer: J. Vogue 
JOURNAL. 
1954 


Mar. 31 Office Equipment .. 

To Purchases (or Merchandise a/c) 

Correcting Error—purchase of typewriter incor- 
rectly treated as purchase of merchandise. 

(ii) Fixtures and Fittings ... Sid, ees ce Sa 
To Merchandise (or fe ne nas” are % 
» Wages ... 

Material and wage cost of shop fittings. 

(iii) Discount Allowed ... ... — | 
To Discount Received ... 

Correcting wrong posting of discount allowed to 
debit of Discount Received. 

If the amount had been posted to the credit of the 
Discount Received, the amount would be ruled 
eal and the correct eae. made. 

Sales ... i ~- Dr. 

To Plant .. 

Adjusting entry—sale of plant “wrongly credited 
to Sales. 

Debtors Control . Bis 5 i dete aed eee elk Ge 

To Sales ... ‘ is 

Correcting short posting t ‘to these accounts. 

—— a tee ies «sie 

To Rent ... 

Adjustment for one month’s rent £24 paid ‘to 
30/4/54. 

Interest . 4 Meera eee 

To Accrued Expenses. ; ee ee 26 

Interest accrued on overdraft. to 31/3/64. 

on Debts ... re, * 

To Provision for Doubtful Bebts . 50 

Increase of Provision for Doubtful Debts to £450. 


ocr 
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Question 2: 

“A long-established and well-respected rule 
in accounting for stock, however, is the rule 
—known as ‘the golden rule’ for valuation of 
stock—that, for balance sheet purposes, 
stock should be valued at the ‘lower of cost 
or market’.” (Intermediate Accounting) 

(a) What is the basis of the argument 
favouring this rule? 

(b) What do you understand by the expres- 
sion “market value” in relation to stock 
on hand. 


Answer: 

(a) There are strong grounds for valua- 
tion of stock at “cost.” Arguments in favour 
of valuing stock at “market value” are in- 
creasing. But the only justification for 
valuing stock at “the lower of cost or mar- 
ket” seems to be that it is a means whereby 
you can get the lowest reasonable balance 
sheet value for stock and at the same time 
bring anticipated losses into the revenue 
statement whilst carefully excluding un- 
realised profits. 

That asset values and stated profits should 
be kept as low as possible is regarded by 
business people as wise and prudent. They 
claim that a conservative statement of the 
position reduces the risk of excessive with- 
drawals by proprietors and acts as a check 
on the tendency of firms to over-borrow. 

But what is really of basic importance for 
the rule is that this consistent use of either 
cost or market value should be well founded. 

Up to the point of sale assets are costs not 
yet matched with revenue and are carried in 
the books at historical cost. This is true of 
plant, machinery and equipment and should 
apply equally to stock. 

Assets which come after the point of sale 
(e.g. debtors, bill receivable) are valued at 
realizable worth. Provision is made for bad 
and doubtful debts and discount allowable on 
the grounds that you cannot count as revenue 
or as addition to assets a right you have 
acquired if that right has been repudiated or 
is not likely to materialize. 

Many who favour valuation of stock at 
market value want it included in this group 
of assets. They claim that it is a current 
asset held for realization within a_ short 
period. It should therefore be recorded in 
the balance sheet at market value and any 
permanent fall in market value should be 
taken into account in arriving at the profit 
for the year. 

Many who are dissatisfied with the constant 
money value convention would prefer to see 
not only stock but, in addition, all fixed assets 
valued in terms of their current value in the 
market. 

(b) “Market value” can mean (1) market 
replacement cost; (2) market selling value. 
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(1) Market replacement cost is more popular 
in manufacturing concerns, particularly in 
relation to stock of raw materials, where it 
refers to the wholesale bulk rates at which 
the goods are normally replaced. Market 
selling value (used more for finished goods 
and merchandise) can be widely interpreted. 
It may mean— 

(i) ee price at which the goods will 

se 


(ii) Estimated selling price less expenses 
that will have to be incurred in dispos- 
ing of the goods. 

(iii) Selling price market on the goods less 
gross mark-up. This is widely em- 
ployed in the retail trade particularly 
where retail inventory control is in use. 
It gives the cost at which it would pay 
to replace stock. 


Question 3: 

(a) “Depreciation, therefore, may be defined 
as the measurement of the allocation of 
the cost of a fixed asset over the account- 
ing periods which constitute its effective 
working life.” (Goldberg and Hill: The 
Elements of Accounting.) 

Explain and comment briefly on this 
statement. 

(b) On ist January, 1952, E. Geach pur- 
chased a machine for £2,000. He de- 
cided to provide for depreciation at the 
rate of 10% per annum on cost (fixed- 
instalment method). 

Show the following accounts to record 
this information for each of the two 
years ended 3lst December, 1952, and 
3lst December, 1953:— 

(i) Plant account. 

(ii) Depreciation account. 
(iii) Provision for depreciation account. 


Answer: 

(a) Depreciation is one of the products 
of the accounting period convention. It would 
not enter into the problem of determining the 
profitability of an enterprise over its whole 
life. In fact, the classification of capital out- 
lay, undertaken to earn revenue, into expense 
and fixed asset expenditure would not be 
necessary. Whether an expenditure will be 
classified as an expense or as an asset is rela- 
tive to the length of the period for which 
the accountant is called upon to estimate 
profit. 

Where the accounting period is one year, 
all capital outlay which expires or produces 
its revenue earning benefit within a year is 
expense. Outlays that will benefit more than 
one year are treated as assets. It is then 
necessary to apportion these asset or long 
term expense payments over the years which 
they will benefit. 

A machine with an effective working life 
of ten years must have its original cost (in- 
cluding installation costs) less its residual 
value spread over the ten years in which it 
will help to produce revenue. The basis on 
which allocation is or should be made as be- 
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MODEL ANSWERS — Continued 


tween each of the ten years is open to question 
and the amount of expense which should be 
charged against each period is very much in 
the nature of an estimate but this amount is, 
as the definition points out, what we mean 
by the term “depreciation”. 

It is usual to keep a record of the amount 
of the asset that has already been charged as 
an expense against accounting periods that 


are past. The account in which this informa- 
tion is recorded is named the “Provision for 
Depreciation”. When subtracted from the 
original cost of the asset it leaves, in the 
balance sheet, the unallocated or unexpired 
capital outlay—the referred charge against 
the revenues of future periods. 

The definition quoted brings out these essen- 
tial features of depreciation and avoids the 
controversial points which other definitions 
have come to associate with the term. 


E. Geach 
LEDGER 


Plant Account 





1953 


Jan. 1 To Bank (or creditor) £2,000 


Provision for Depreciation of Plant 





1953 
Dec. 31 By Depreciation Plant .. 
1953 
Dec. 31 By Depreciation Plant .. 


Depreciation of Plant 





1952 
Dec. 31 To 


1953 
Dec. 31 To 


Provision for Deprecia- 
tion of Plant .. - £200 
Provision for Deprecia- 


ee ¢ See eee £200 





1952 
Dec. 31 By Manufacturing A/c... .. 
1953 
Dec. 31 By Manufacturing A/c... .. 





Question 4: 


Write the numbers 1 to 6 on the left-hand 
side of your answer paper. Using numbers 
which correspond to those in the question, 
write “True” or “False” to indicate whether 
the following statements are true or false. 
(1) Assets—Net Worth = Liabilities. 

(2) Net Worth = Assets — Liabilities. 

(3) An asset increase may be offset by a net 
worth decrease. 

(4) A liability increase may be offset by a 
net worth increase. 

(5) An asset increase may be offset by a 
liability increase. 

(6) An expense increase may be offset by an 
asset increase. 


Answer: 


. True 
- True 
False 
False 
. True 
. False 


Question 5: 

A continuous audit is one in which the 
auditor attends at appropriate intervals dur- 
ing the year, whereas a periodical audit is one 
carried out at the close of the financial year. 
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Enumerate and comment on— 
(i) the advantages of the continuous audit 
as compared with the periodical audit; 


and 
(ii) the disadvantages of a continuous audit. 


Answer: 
Precisely this question is answered in the 
following text books: 
Accounting Stage 1—Page 453. ; 
Auditing for Students — R. A. Irish— 
Pages 8, 9. 
The Principles and Practice of Auditing— 
F. R. N. DePaula—Pages 14, 15. 


Question 6: 

“In preparing these statements (State- 
ments of Profit and Loss, and Assets and 
Liabilities) one must remember that they will 
be read by persons who will have taken little 
or no part in their preparation and possibly 
have little knowledge of accounting principles 
and procedure; one must therefore aim at the 
ideal of presenting the maximum of informa- 
tion at the least cost of effort by the reader. 
To accomplish this, classification and order 
of items are the principal considerations m 
the process of re-arrangement.” (Goldberg 
and Hill: The Elements of Accounting.) 

Using the additional information given 
below, re-draft the following trading and pro- 
fit and loss account and balance sheet 
prepared by the bookkeeper of the equal part 
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= (i) Cleaning costs, electricity, postages and 

a a — Sona stationery are not to be apportioned be- 

nership known as the Longware Trading tween the various functions of the enter- 

Company so that the maximum of informa- prise. 

tion is available to the proprietors. (ii) Payroll tax is to be allocated in propor- 
Additional information: tion to wages and salaries paid. 


The Longware Trading Company 
- Trading and Profit and Loss Accounts for the year ended 31st December, 1953 
1953 
a $1 To stocks 1/1/53— Dec. 31 By Stocks— 

Goods .. . -+ ++ £18,432 Goods .. .. .. .. .. £19,984 
Packing materials a ciah 1,555 Packing materials <¢ce 1,463 
Purchases .. 72,629 ._ a 
Customs duty and land- ne oe 46. xe 68 on 
ing charges .. .. .. 11,490 
Advertising .. Ser ak 
PE oc ee be wd 
OP Tee 
Cleaning costs .. ...... 
Depreciation— 
Packing Plant. . 
Office furniture .. .. .. 
Discounts .. = 
Donations to “charity eas 3.380 
Electricity .. . 440 
Freight and Cartage in- 
ward . ' 2,279 
Interest—bank | a re 386 
Office salaries .. .. .. 8,000 
Packing materials .. .. 8,872 
Re os 66 on 876 
Ee 970 
Returns .. .. : 1,047 
Salesmen’s car expenses " 2,090 
Salesmen’s commission . 12,220 
Salesmen’s salaries .. .. 12,000 
Stationery .. sae 1,764 
Sundry expenses— 
Warehouse .. .. .. .. 4,729 

Administrative .. .. .... 824 
Sales department .. .. 3,561 

an hn ~  aal staff 4,000 

9 EMMEB. + se ‘se os ae 


£199,473 £199,473 


The Longware Trading Company 


Balance Sheet as at 3lst December, 1953 
Liabilities Assets 


£ 

L. Long capital account .. .. .. 30,000 Cash in hand.... .. 

W. Ware capital account .. .. .. .. 30,000 Accounts receivable .. .. 

L. Long current account .. .... .. 4,642 Sundry prepayments .. 

W. Ware current account .. .... .. 2,567 Bills receivable .. .. 

Reserve for replacement of plant Se 6,380 Inventories— 

Provision for doubtful debts .. .. 3,500 Goods .. ‘ ws 

Provision for depreciation— Packing materials .. .. .. .. .. 
Rees SUNMIIUTO 2. 20 6 00 oe oe 540 Freehold premises .. .. ........ 
Packing plant .. .. ae 2,960 Packing Equipment .. 

Loan on mortgages on freehold .. .. 12,000 Office furniture . gieceaee 

Sundry outstandings .. .. .... .. 226 Tender eupeetts . tel 

Accounts nace ee Sa Rhee owas 6,775 Goodwill .. .... .. 

Bank of .. .. ee ere 9,270 

Bills payable .. outa ail iets ane 4,890 


£113,750 £113,750 
(28 Marks] 
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MODEL ANSWERS — Continued 
Answer: The Longware Trading Company 
Trading and Profit Statement for year ended 3lst December, 1953 
Sales 175,826 
Less Returns Inwards .. .. .... .... 1,047 174,779 


Cost of Goods Sold 
ad ie ede a ke Ae he 18,432 
Purchases .. .. Pe he eta ae es 
Less Returns Outward .. vi 
Customs Duty and Landing Charges « 
Freight and Cartage Inward : 


Less Stock on hand 31/12/58 .. .. .. .. ; 82,646 
Gross Profit 92,133 


Warehouse Expenses 
Packing Materials 
Warehouse Expenses .. 
Warehouse Wages .. .. .. 
Warehouse Payroll Tax .. Pe ee 
Warehouse Depreciation .. .. .. .. .. .. 18,013 


Selling Expenses 
Advertising .. . . as 3S 
Salesmen’s Car Expenses a 
Salesmen’s Commission .. 
Salesmen’s Salaries .. 
Sales Expenses .. 
Payroll Tax .. 


Administrative Expenses 
Electricity . 
Audit Fees .. .. .. 
Cleaning Costs .. lepih 
Depreciation—Office ‘Furniture .. 
Office Salaries .. a ae ee eee 
es ee ee ee 
Postages .. .. ee eee eae 
Administrative Expenses alas: taba 
Stationery . é ; 


Finance Expenses 
Bad Debts .. 


Discount .. 
I Girne aks cae he be Gas rie ee 
Fae ee ae ee ee 
Operating Profit .. 
Less Non-Operating Expense 
Donations to Charity .. .. .. .. 
Net Profit .. 


Statement of Appropriation of Profit for year ended 31st Dec., 1953 


i, OE. cus ow oss on ae’ our te Wee TeUMe Wwe 8,411 
MET % he 84 Se NS He “oe “oe COOMA 8,411 


ae a re 
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MODEL ANSWERS — Continued 


The Longware Trading Company 
Balance Sheet as at 3lst December, 1953 


Proprietorship 
Capital: Account: 
W. Ware .. 


Current Account: 
FE PR ee Fe 
Mi ER cw) bivie o /b*. fice bass ad 
Reserve for Replacement of Plant .. .. .. 
This is represented by— 
Current Assets 
I nS og te a alg 
Bills Receivable . .. .. 
Accounts Receivable .. 
Less Provision for 
ON eae 
Inventories— 
A Ae ee aa 
Packing Materials .. .. .. .. 


"£19,048 


‘Doubtful 


3,500 


19,984 
1,463 


Tender Deposits .. 
Prepayments .. 


Less Current Liabilities 
Accounts Payable .. 
Bills Payable .. 
Bank of 
Accrued Expenses .. 


Working Capital . 

Non Current Assets 
Office Equipment .. .. .. .. .. 
Less Provision for Depreciation .. .. 


Packing Equipment .. .. .. .. . 
Less Provision for Depreciation .. .. .. 
Freehold Premises .. .. 
Goodwill .. 26 os se ce ov 

Less Deferred Liabilities 
Loan on Mortgage on Freehold .. .. 


Net Assets .. .. .. 


£30,000 
30,000 


£60,000 


4,642 
2,567 7,209 


6,380 £73,589 


£20 
1,277 


15,548 


21,447 


100 
428 


6,775 
4,890 
9,270 

226 


2,750 
540 


17,400 
2,960 


2,210 


14,400 
45,280 


6,000 67,930 


12,000 55,930 


73,589 





BOOK REVIEWS 


Fundamental Principles of Accounting: 
C. A. Moyer and H. T. Scovill. John 
Wiley & Sons, Inc., New York, 1954. 
Pp. xv + 631. Price, $6.00. 

This is a notable book by two well- 
known teachers in U.S.A., each of 
whom has had many years of academic 
and practical experience. It is not, as 
might perhaps be suggested by its 
title, an excursus into the deeper 
Philosophical aspects of accounting, 
but a thorough, logically developed and 
consistent exposition of the fundamen- 
tal bases for accounting procedure, in- 
tended as a first-year textbook. 
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The approach is the typical American 
approach, rare in Australian texts 
until comparatively recently, but 
rapidly proving its usefulness for 
teaching purposes. That is to say, it 
begins with an examination of the 
nature and significance of accounting, 
proceeds to explain the basic account- 
ing equation and the effect of business 
transactions on that equation and then 
goes on to discuss routine procedures, 
leaving descriptions of journals and 
ledger until comparatively late in the 
whole treatment. 
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BOOK REVIEWS — Continued 


It goes much further than is usual 
in first-year tests in this country. 
Such “advanced” topics as forms, clas- 
sification and analysis of financial 
statements, the voucher system, pay- 
roll accounting, partnership and com- 
pany accounting, branch accounting 
and distribution of expenses and in- 
comes by departments are dealt with 
succinctly but adequately. 

Each of the 26 chapters ends with a 
set of 4 questions or problems which 
should be of great use to students. 
Differences between American and 
Australian business practices and tech- 
nical terminology (as, for example, in 
the use of the term “Reserve”) may be 
a little troublesome to the Australian 
student; but, discreetly used, the book 
would be a most valuable aid to teach- 
ers and students alike in this country. 
In particular, the chapters on the 
nature and significance of accounting, 
the effect of transactions on the basic 
equation, the primary use of accounts, 
the subdivision of proprietorship, the 


voucher system, analysis of financial 
statements, departmental distribution 
of expenses and income, and adapt- 
ability of accounting can be thoroughly 


recommended. 
A.A.F. 


Management Accounting. Leslie V. 
Wheeler. Gee & Co. (Publishers) 
Ltd., London. 1953. Pp. 144 (in- 
cluding Index). Price, £1/14/9. (Our 
copy from The Law Book Co. of 
Australasia Pty. Ltd.) 

Mr. Wheeler has written a very use- 
ful book on this very important sub- 
ject. It has been prepared primarily 
for the attention of accountants in 
practice, both in administrative and 
professional capacities, as well as for 
executives who do not have accounting 
training. The book does not pretend 
to cover the subject completely, but it 
does examine its purpose, scope, and 
limitations at some length. 

The author stresses the importance 
of the form and presentation of re- 
ports, as well as the facts set out in 
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the report. He reminds the reporter 

that his reports are the main evidence 

upon which his worth is judged and 

urges him to remember the following: 

1. To remember the real facts of 
people and goods behind the figures 
and words. 

. That the form of a report should 
depend on the purpose for which it 
is prepared and the capacity of the 
person for whom it is intended. 

. That a report should be used by 
management as a basis for its de- 
cisions and should contain the in- 
formation necessary to guide the 
actions of management in the form 
which is least likely to be misinter- 
preted. 

. That a report should keep to the 
point, and not contain one word or 
figure which is not strictly relevant. 

The author states that the exponen- 
tial (diminishing balance) method of 
charging depreciation is very popular 
in England because it is fundamentally 
sound in principle. I have seen many 
Australian firms use it, but few have 
considered any aspect other than ease 
of calculation. 

On pages 46-48 the author makes an 
analysis of a simple problem in under- 
absorption of overheads and in my 
opinion arrives at a faulty conclusion. 
The article manufactured may be made 
from silver or gold, and he gives the 
reason for the underabsorption of over- 
head as being the variation in the pro- 
portions of gold and silver, whereas it 
appears to me that it is simply due to 
the reduction of the total number of 
articles manufactured. 

The author makes considerable use 
of the profit graph and gives many ex- 
amples of its usefulness and these pas- 
sages are among his best. He uses big 
words in some places where simple 
words would have made easier reading 
without detracting from his meaning. 
The book tends to lack continuity in 
places but this is largely due to the 
wide scope of the subject. Neverthe 
less, it would be beneficial reading for 
those who are concerned with the pre- 
paration of reports for management, 
and those for whom reports are pre 
pared. E. H. NIEMANN. 
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News and Notes 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


VICTORIAN DIVISION 


EXTENSION OF SERVICES TO MEMBERS 


The General Council of the Society has sent 
to all Divisional Councils the report of its 
Membership Committee suggesting the manner 
in which services to members might be ex- 
tended. The Education Committee of the Vic- 
torian Division is at present studying the 
report and has formulated an extensive pro- 
gramme of lecture series, weekend conferences 
and other features to be implemented during 
1955. These services are being designed to pro- 
vide the maximum practical assistance to mem- 
bers. As the programme will necessarily cost 
the Society much effort in time and money, 
a concerted campaign is to be implemented to 
urge members to avail themselves of the 
services. Reaction of members will be tested 
to some degree by their response to the lecture 
series to be given during the remainder of 
this year. 


SERIES OF LECTURES ON TAXATION 


A series of lectures on Taxation will be 
delivered in Scots Church Hall on 2nd, 7th and 
9th September, 1954, the particulars of which 
have already been posted to members. Mem- 
bers are reminded that these lectures have 
been carefully designed to assist them in the 
practical problems they encounter in their 
various occupations. 


SERIES OF LECTURES ON LONG SERVICE 
LEAVE AND SUPERANNUATION 


A series of lectures will be arranged later 
in the year on the subject of “Long Service 
Leave and Superannuation”. Particulars of 
these lectures will be forwarded to members 
during October next. 


GOLF DAY 


As the Golf Day arranged for members last 
year proved so successful, a similar event will 
again be held at Huntingdale Golf Club on 
20th October, 1954. A notice concerning this 
= agg be posted to members early in 

r. 


SEPTEMBER LUNCHEON 


Lt./Cmdr. M. S. Batterham, Director of 
Underwater Warfare, Department of the 

avy, who is an outstanding speaker, will 
address members at the September luncheon 
on the subject “Frogmen—Human Torpedoes”. 
“Members are reminded of this function and 
of the need to forward their request for the 
inclusion of their names on the mailing list 
for future luncheons. Mention of this was 
made in a circular forwarded with the notice 
of the series of lectures on taxation recently 
sent to members. 
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JULY LUNCHEON 

Miss Nancy Malseed, B.A., ay Super- 
intendent of Staff Education of the Myer Er - 
yopem Limited, addressed members at the 

uly luncheon and spoke on the subject “Cities 
of the United States of America”. 

The high standard set by the previous lady 
speaker, Miss Myra Roper, was maintained by 
Miss Malseed, who gave a most interesting and 
entertaining address on the human aspects of 
life in cities of the United States. Mr. V. L. 
Gole, State Vice-President, presided at the 
luncheon and at the conclusion of the address 
moved a vote of thanks to Miss Malseed, which 
was carried by acclamation. 


BRANCH MEETINGS 
BALLARAT BRANCH 


On 21st June, forty-two members, students 
and guests of the local Branch attended a lec- 
ture given by Mr. G. Polities, Industrial Officer 
of the Victorian Employers’ Federation. Mr. 
T. E. Barnes, Chairman of the Branch Coun- 
cil, presided. 

Mr. Polities took as his subject a further 
consideration of the recent “Long Service 
Leave” legislation and the recent regulations 
gazetted thereunder to cover exemptions under 
the Act. An excellent discussion was held on 
this subject, many members raising questions 
on the matter. A vote of thanks was proposed 
by Mr. R. Mosman and seconded by Mr. N. 
Crouch, both members of the Branch Council. 

Supper was served at the termination of 
the business session. 


LATROBE VALLEY BRANCH 

Mr. J. R. Barber, State President and Mr. 
D. L. Chipp, State Registrar visited the 
Latrobe Valley Branch on Wednesday, 21st 
July last. Mr. Barber delivered an interesting 
informal address on “Back-Stage with Insur- 
ance”. The Branch Chairman, Mr. W. R. 
Whitehead, presided over a small but inter- 
ested audience consisting of members and 
students of the Branch. The serving of supper 
concluded a successful evening. 


PERSONAL 

Mr. A. McB. Fairfoul, F.A.S.A., has been 
appointed Commercial Editor of the “Herald 
and Weexly Times Ltd.”, Melbourne. Mr. 
Fairfoul, who is the Editor of “The Aus- 
tralian Accountant” and formerly Editor of 
“The Federal Accountant”, has been Deputy 
Finance Editor of “The Herald” for the past 
six years. 

Messrs. Buckley and Hughes, Chartered Ac- 
countants (Aust.) announce that, as from Ist 
July, 1954, Messrs. K. Hartlett and P. Perkins 
have been admitted into partnership of the 


firm. 

Mr. E. J. McCormack, A.A.S.A., announces 
that he has taken over the practice previously 
conducted by Mr. H. W. Slater at Riversdale 
Road, Camberwell Junction. 
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NEWS AND NOTES — Continued 


NEW SOUTH WALES DIVISION 


QUALIFIED ACCOUNTANTS AND 
SECRETARIES’ GUILD OF ST. VINCENT 
DE PAUL 


This newly-formed Guild held its first 
annual Mass and general Communion at St. 
Mary’s Cathedral, followed by a Communion 
breakfast at Cusa House on Sunday, 6th June. 


There were 130 members present and each 
of them was presented with an attractively 
prepared souvenir folder containing a photo- 
stat copy of the title page of Paciolo’s 
“Summa” of 1494, 1523 edition, and a reprint 
of the opening passages of his work written 
in 15th century Italian relating to double- 
entry bookkeeping. 

The Mass at the Cathedral was celebrated 
by the Very Reverend Father J. Meaney 
(Adm.). His Lordship, Bishop Lyons, pre- 
sided at the breakfast. The Chaplain to the 
Guild is the Rev. Fr. F. Horne, C.M., A.A.S.A., 
of St. Vincent’s Presbytery, Ashfield. 


APPLICATION BY THE PUBLIC SERVICE 
ASSOCIATION OF NEW SOUTH WALES 
FOR A CROWN EMPLOYEES’ 
(ACCOUNTANTS AND reenact 
AWA 


In 1953, an application was made by the 
New South Wales Public Service Association 
for an amended award for accountants and 
sub-accountants in the State Public Service. 
Previously, the salaries of these officers had 
been covered by a Section 14B Agreement 
of the Public Service Act and this was the first 
application to be made to the Crown Em- 
ployees (Clerical) Conciliation Committee for 
an award covering this group. 

On 9th June, 1954, the following decision 
was issued by the Conciliation Commissioner: 

“After hearing the views expressed by the 
parties, I have made a careful examination 
of the evidence tendered, together with the 
exhibits attached hereto. I am convinced that 
the qualifications and professional skill re- 
quired of accountants and sub-accountants is 
a good and cogent reason why their salaries 
should be determined on merit and not on a 
standard set for ordinary clerical workers. 

The applicant Association seeks an award 
for two Grades of accountants and _ sub- 
accountants; this I must reject as the work 
in the Departments does vary; likewise, I 
reject the present structure of the 1951 agree- 
ments which provides for 14 Grades as being 
totally unwarranted. 

Further, I am of the opinion that justice 
can be done by providing a Special Grade 
to cover the two Chief Accountants in the 
Treasury and the Works Department and 
four Grades in respect to other Accountants 
and Sub-Accountants. I decide that the mini- 
mum salary to be paid in each Grade shall 


4. (Basic Wage: £12/3/-.) 
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ACCOUNTANTS 

Special Grade Per Annum 

lst Year of Service .. £1925 

po es 
Grade I 

lst Year of Service .. .. .. .. 1675 

2nd Year of Service .. .. .. .. 1750 

J OE ee 
Grade II 

lst Year of Service .. .. .. .. 1550 

2nd Year of Service .. .. .. .. 1600 

SEND i sindcrsratias oniht os: 4 i «deren '636 v9 ce 
Grade III 

ist. Year of Service ......... 146% 

2nd Year of Service .. .. .. .. 1500 

EE Ce ee ee 
Grade IV 

lst Year of Service .. .. .. .. 1400 

2nd Year of Service .. .. .. .. 1425 

EE a ee ea 
SUB-ACCOUNTANTS 
Special Grade Per annum 

Ist Year of Service .. .. .. .. 1660 

De a. a SE. ba 
Grade I 

lst Year of Service .. .. .. .. 1460 

2nd Year of Service .. .. .. .. 1500 

ON ee ae ae eee 
Grade II 

Ist Year of Service ........ 130 

2nd Year of Service .. .. .. .. 1400 

ree es 
Grade III 

lst Year of Service .. .. .. .. 1825 

2nd Year of Service .. .. .. .. 1350 

eee oe tee ek SoS ae 
Grade IV 

Ist Year of Service .. .... .. 1250 

2nd Year of Service .......- 12% 

eee cS <i) ce lc!) Nid iee 43 CR 


Earlier in the decision, the status of account- 
ants in the Public Service was discussed and 
the following statement is made by the Con- 
ciliation Commissioner:— 

“Mr. O’Neile placed some importance, and 
in my opinion rightly so, on the professional 
status of qualified accountants and sub- 
accountants. It is therefore necessary for me 
to mention the number of subjects required 
to be passed by a candidate seeking to qualify 
as an accountant; these are set out on page 
4 of the transcript, 25th November, 1953. 

‘There are two sections of the examination, 

one is called the intermediate, covering two 

papers in Accounts and Auditing, and 
the final section as a rule 10 papers, in- 
cluding two on commercial law, two on final 
accounts, one management accounting, one 
advanced auditing, banking, finance and 
foreign exchange, Federal Income Tax Law 
and Practice, Company Law, Bankruptcy, 

Receivers and Liquidation of Companies.’ 

Evidence was also given that auditors at- 
tached to the Auditor General’s Department 
are classified in the Professional Division of 
the Public Service, and on promotion or trans 
fer to other Government Departments as. 
countants or Sub-Accountants are re-classified 
in the Clerical Division. 
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NEWS AND NOTES — Continued 


It is indeed difficult for me to understand 
why the Public Service Board refused to 
ise ‘Accountancy’ as a profession when 
they themselves require accountants and sub- 
accountants to possess membership of a recog- 
nised Institute of Accountants. This is stated 
to be the position in the case of the Depart- 
ment of Labour and Industry advertisement: 
‘stated serene for the position of Account- 
ant should be members of a recognised Insti- 
tute. A further reference can be found in 
Public Service Board circular 198, inviting 
applications for position of Sub-Accountant: 
ousing Commission, last sentence reads: 
‘The possession of full Accountancy qualifica- 
tions is essential’.” 
The Public Service Board has lodged an 
appeal against this Award. 


PERSONAL 


Messrs. F. W. Johnson & Co., Public Ac- 
countants of Townsend Street, Albury, notify 
that, as from the 1st July, Mr. A. C. Pike, 
A.A.S.A., has been admitted as a partner. 

Mr. R. J. Graham, A.A.S.A., notifies that 
he has commenced practice as a Public Ac- 
countant and Taxation Consultant at Co-opera- 
tion House, Ormonde Parade, Hurstville. 

Mr. C. E. Allen, A.A.S.A., notifies that he 
has commenced practice at Arcadia Building, 
Bradley Street, Guyra, N.S.W., as from Ist 
July, 1954. 

Mr. T. W. N. Smith, A.A.S.A., has been 
appointed Secretary of Meribula Co-op. Bacon 
Society Ltd. 


Canberra Branch 


The first lecture in the current series was 
delivered to an appreciative audience of 
Branch members on es 25th June, 1954, 
at the Hotel Ainslie-Rex, by Mr. F. J. Ark- 
wright, A.A.S.A., Senior Advising Officer, 
Income Tax Office, Canberra, who spoke on 
“Some Aspects of Income Tax”. 

Mr. H. L. Jenkyns, Financial Advisor to the 
High Commissioner for the United Kingdom, 
has undertaken to deliver the next lecture to 
members of the branch. His subject will be 
“Budget Making in the United Kingdom”. 


QUEENSLAND DIVISION 


MEMBERS’ LUNCHEON 


The first of a series of members’ luncheons 
was held by this Division for metropolitan 
members on Tuesday, 20th July, in the Maple 
Lounge, McDonald’s Restaurant, Edward 
Street, Brisbane, with 150 members present. 
The State President, Mr. J. E. England, 

ded and Dr. F. W. Whitehouse, Associate 
essor of Geology at the University of 
Queensland, was the guest speaker. 

Mr. England, in introducing the speaker, 

spoke of the practice in other Divisions of 

members’ luncheons at regular inter- 
vals with a successful response from members, 
and stated that it was this Division’s wish to 
institute the practice in Queensland. Members 
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would be informed of future luncheons, which 
would be arranged as suitable speakers became 
available. The next luncheon would be held 
in August, when Mr. R. M. White, F.A.S.A., 
would speak on “The Wheat and Flour In- 
dustry.” 

Dr. Whitehouse spoke on “Oil Prospects in 
Australia.” He reviewed the history of the 
search for oil in Australia and outlined the 
geological requirements for success. He indi- 
cated that rock formation in Australia made 
at least two-thirds of the continent unsuitable 
for oil prospecting, but that, between certain 
large masses of rock formation, lie oil basins 
of suitable rock of marine origin as well as in 
the formations of the artesian basin. In these 
areas he indicated the basis upon which the 
search was at present being organised by the 
various companies and the reasons why each 
had decided to prospect in their particular 
area. He stated that none of the great oil- 
fields of the world extends over more than 
three miles in area and, for Australia to de- 
velop her oil potential, where it was known 
that oil existed within a certain area, it would 
be necessary to sink numbers of bores within 
that area until oil was found in paying 
quantities. 

At the conclusion of the address Mr.McInnes 
moved a vote of thanks for Dr. Whitehouse’s 
enlightening address, which was carried by 
the prolonged acclamation of members. 


Townsville Branch 

A meeting of members of the Townsville 
Branch was held on 26th we meg 1954, and 
was well attended. In opening the meeting, 
the Chairman, Mr. N. L. Vandenbergh, wel- 
comed members to the first annual general 
meeting of members of the Branch, after 
which each member rose and introduced him- 
self to the gathering. The annual report and 
financial statement of the Branch were adopted 
after discussion. The following members of 
the Branch Council were appointed for the 
coming year: Messrs. N. L. Vandenbergh, J. 
H. Ashe, R. V. Coglan, K. R. Christensen, E. 
W. Wass, W. S. Stretton. At the conclusion 
of the meeting, members were served with 


supper. 
Rockhampton Branch 


Branch Council. 

At the last meeting of Divisional Council 
approval was given for the appointment to 
the Branch Council of Messrs. T. R. Harwood, 
F.A.S.A., and A. J. Watt, A.A.S.A. 


Members’ Meeting 

A meeting of members of the Rockhampton 
Branch was held at 141 East Street, Rock- 
hampton, on 25th June, 1954, which was well 
attended. After the general business of the 
meeting had been completed, Mr. T. Jinks, 
Manager of the Queensland Branch of Bur- 
roughs Ltd., delivered an address in the form 
of a running commentary during the screening 
of “Glimpse of the Accounting Machine In- 
dustry”. Subsequently, a sound film titled “In 
Balance” was screened. Mr. Jinks then gave 
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a short address in connection with the ex- 
ansion and aims of Burroughs Ltd. A mem- 
r, Mr. C. B. Worthington, conveyed his own 
and members’ thanks to Mr. Jinks for his 
interesting and informative presentation. This 
was confirmed by acclamation of members 
present. 


WESTERN AUSTRALIAN DIVISION 
LUNCHEON MEETING 


A luncheon was held at the Railway Insti- 
tute, Wellington Street, Perth, on Thursday, 
the 17th June, 1954, at which the speaker was 
Sir James Bissett, Ex-Commodore of the 
“Queen Elizabeth” and the “Queen Mary”. 
Approximately two hundred and fifty mem- 
bers enjoyed Sir James’ interesting talk about 
his fifty years at sea. 


SOUTH AUSTRALIAN DIVISION 
PERSONAL 


The Board of Governors of the Savings 
Bank of South Australia have announced the 
following appointments:— 

Mr. A. A. W. Cilento, F.A.S.A., Secretary; 
Mr. K. A. Furze, F.A.S.A., Manager, Adelaide 
Office Branch; Mr. K. C. Tuohy, A.A.S.A., 
Staff Inspector; Mr. C. A. D. Walker, F.A.S.A., 
Manager, Accounting Department. 

Mr. R. D. Walkerden, A.A.S.A., has been 
appointed Senior Clerk, Minister of Works 
Department. 

Mr. J. F. Jenkinson, A.A.S.A., has been 
elected President of the Legacy Club of South 
Australia Incorporated. 

Mr. L. A. Braddock, F.A.S.A., Vice-Presi- 
dent of the South Australian Divisional Coun- 
cil and Head of the Accountancy Department 
of the South Australian School of Mines and 
Industries, has left Adelaide on a tour of 
England and the Continent to study modern 
methods of accountancy study. 


AUSTRALIAN ACCOUNTANTS STUDENTS’ 
SOCIETY 


VICTORIAN DIVISION 
JULY MEETING 

On the 5th July, approximately seventy 
members of the Society were addressed by Mr, 
E. A. Larcombe of the Victorian Taxation De- 
partment on the subject of “Taxability of 
Goodwill”. The Council desires to express its 
appreciation to Mr. Larcombe for the time and 
trouble taken in preparing this address which 
proved to be of great value to all those attend- 
ing the meeting. 


SEPTEMBER MEETINGS 

In accordance with the usual custom of the 
Society, two meetings will be held on Monday 
the 13th September, in the General Meeting 
Room, Chamber of Manufactures, 312 
Flinders Street, Melbourne, when the follow- 
ing speakers will address members at the 
times shown on the following subjects: 

6.30 p.m.—“Branch Accounts,” by Mr. Cur- 
tis A. Reid, F.A.S.A., F.C.LS. 

8 p.m.—‘Holding Companies,” by Mr. R. W. 
Robertson, B.Com., A.A.S.A., A.C.LS., of 
Hemingway Robertson Institute. 

SOUTH AUSTRALIAN DIVISION 

The following officers have been elected 
for the ensuing year: President, Mr. A. E. 
Mibus; Vice-President, Mr. H. E. Y. Bell, 
Divisional Council Representative, Mr. C. L. 
Hargrave, A.A.S.A.; Hon. Treasurer, Mr. K. 
S. Christie-Ling; Hon. Secretary, Mr. B. A. 
Howie. 

A very interesting evening was held on 13th 
July, when thirty-two members made a visit 
to the General Post Office to inspect the Auto- 
matic Exchange, Mail and _ Telegraph 
Divisions. 

Members are requested to note the follow- 
ing dates: 

September 8th—Accounting Machine Demon- 
stration by Burroughs Limited. 

September 22nd—Mock Bankruptcy Court, 
conducted by Mr. R. J. Humby, LLB, 
F.A.S.A., Commonwealth Crown Law Office. 


AUSTRALASIAN INSTITUTE OF COST ACCOUNTANTS 


GENERAL COUNCIL 
Cost Bulletin Prize: 


General Council has very much pleasure in 
announcing the award of the 1953 Bulletin 
Competition. The winner of the prize of £25 
for the contribution deemed to be the best 
received in 1953 was Mr. V. L. Gole, A.C.A.A., 
of Victoria. Mr. Gole’s contribution was en- 
titled “The Capital Budget”, and it is hoped 
that the prize winning entry will be published 
in an early issue of the “Cost Bulletin”. 

Mr. Gole is Secretary of Allied Bruce Small 
Ltd. and is Vice-President of the Victorian 
Division of the Australian Society of Ac- 
countants. He is a noted writer on account- 
ancy subjects, with material arising from his 
extensive experience. He has ardently sup- 
ported the “Cost Bulletin” competition since 
its inception, having submitted an entry each 
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year. The heartiest congratulations of General 
Council and members go to Mr. Gole for his 
well merited success. 


Alteration of Examination Dates: 


Intending candidates are notified of an im- 
portant change of the examination dates a8 
recently decided by General Council. The ex 
aminations will now commence on the first 
Wednesday and Thursday of each month, be 
suspended for four nights and resume on Wf 
following Tuesday and Wednesday nights. This 
change is designed to provide a maximum rk 
period between the 2nd and 3rd papers which 
should be greatly appreciated by students. The 
commencing time of 6.30 p.m. is unchanged. 
accordance with these conditions, the Septem 
ber examinations will be held on the following 
nights:— 
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COST ACCOUNTANTS — Continued 


Wednesday 1st and Thursday 2nd Septem- 
ber, 1954. 

Tuesday 7th and Wednesday 8th September, 
1954. 


South Australian Division: 

After 18 years of service to the Institute, 
Mr. O. H. Walter, State Registrar of the 
South Australian Division, has retired as from 
30th June, 1954. General Council has expressed 
to Mr. Walter appreciation of his splendid 
service over that long period and extended 
best wishes of the Institute to him. 

To replace Mr. Walter, Mr. J. Rolfe Sabine 
of Trustee Building, Grenfell Street, Adelaide, 
has been appointed as State Registrar, and the 
South Australian Divisional Office has been 
transferred to that address. 

Western Australia Division: 

Mr. E. H. Jones has been appointed Presi- 
dent of the Western Australia Division. Mr. 
W. H. Duirs has been re-appointed as General 
Councillor for that State. 


Queensland Division: 

Mr. E. D. Elphingstone has been elected 
President of the Queensland Division. Messrs. 
N. F. Morris and G. F. Griffin have been added 
to the Queensland Divisional Council. On the 
18th July last a review of the March Examina- 
tion Papers was conducted by Mr. C. Connell. 
Victorian Division: 

Capacity audiences were present at the two 
important “Topical Lectures for Businessmen” 
conducted in July, as follows:— 
omen g 22nd July—“Valuation of Trading 

tock”. 

Mr. E. J. Unger, A.C.A.A. by kind permis- 
sion of the Deputy Commissioner of Taxes, 
provided an interpretation of Section 31 of 
the Income Tax Assessment Act dealing with 
Stock Valuation. He explained the require- 
ments of the Act and the acceptance, or other- 
wise, by the Department of recognized methods 
of Valuation including Standard Costs and 
Direct Costs. The accounting problems in- 
volved in Stock Valuation were dealt with by 
Mr. A. A. Fitzgerald, B.Com., F.C.A.A., who 
made a plea for clarification of the Act and a 
spirit of greater consistency by those who were 
involved in stock valuation. He dealt also with 
responsibility for disclosure of secret reserves. 
Both lectures were excellent and the two 
papers were greatly appreciated by those who 
attended. 

Thursday, 29th July—“Sales Forecasting and 

Budgets”. 

Lecture No. 2 of the series was given by 
Mr. E. E. Dunshea, Finance Director, Dunlop 
Rubber Australia Ltd., whose talk was en- 
titled “Sales Forecasting and Budgets”. Mr. 

shea explained how future sales quotas 
were determined, and outlined the procedure 
for preparing a profit plan and the method of 
follow-up and reporting. Mr. Dunshea, being 
ee Director of one of Australia’s major 
undertakings, was fully qualified to deal with 
this important subject and a capacity audience 
greatly appreciated his able discourse. 
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PERSONAL 


Mr. H. F. Craig, A.C.A.A., who went to 
America three years ago under a Fullbright 
Scholarship to study Business Administration, 
has been appointed Assistant Professor of 
Business Administration at the Graduate 
School of Business Administration, Harvard 
University. 


N.S.W. DIVISION 
INVOICE ereewee | AT DAVID JONES 
LTD. 


Early in June the Activities Committee ar- 
ranged for several parties of members to 
visit the accounts office at David Jones Ltd. 
in Sydney and see in actual operation the 
cycle-billing procedure used by that Company. 
Six parties were conducted through the office 
on different mornings by Mr. Bovis, who 
supervises this department, and witnessed a 
most interesting example of organisation sim- 
plifying a large scale operation. It was 
pointed out that the introduction of this 
system of compiling customers’ statements had 
eliminated impossible peaks of work and had 
resulted in a 60 per cent. reduction in book- 
keeping machines. Statements were issued 
every day throughout the month and balances 
were effected quite easily and as required. 


A feature of the procedure was the use of 
a photographic recording machine capable of 
reproducing 2,000 documents per hour on 16 
millimetre film strips. This enabled 7 years’ 
records to be filed in this form in one room 
which would otherwise only accommodate one 
years’ documents. 

We are most grateful to Mr. Bovis for 
making arrangements for these visits and for 
the time he devoted to showing members over 
the department in such an able manner. 


VISIT TO AUSTRALIAN ALUMINIUM 
COMPANY PTY. LTD. 


On 22nd June the Activities Committee 
organised a visit to the Grandville plant of 
the Company and about 20 members availed 
themselves of the opportunity to see this 
modern factory during the afternoon. 


The Managing Director, Mr. McMahon, 
welcomed the visitors and conducted one of the 
three parties around. The operations of the 
Sheet mill and the huge extrusion press were 
most interesting. Members gathered together 
for discussion after the tour of inspection and 
many questions were answered by Mr. Mc- 
Mahon and the two guides. 

Afternoon tea was provided by the Com- 
pany and the Vice-President, Mr. L. Levy, 
expressed the thanks of all the members 

resent for the hospitality accorded to them 
y the Company. We are indeed grateful to 
him and to is Company for making arrange- 
ments for the inspection. 
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Hopes for a New World Calendar 


OME time this year, the Economic 

and Social Council of the United 
Nations will meet to consider a new 
world calendar. 

In compiling this calendar, two 
major difficulties had to be overcome. 
The first was the fact that a year con- 
sists of 365 days in a normal year with 
an adjusting leap year. If the year 
consisted of 364 days, that number 
would be capable of division by seven, 
the number of days in the week. In 
the proposed world calendar, this dif- 
ficulty has been overcome by providing 
for the year to consist of 364 days (or 
52 weeks) plus one world holiday in 
an ordinary year and two world holi- 
days in a leap year. 

The next difficulty is to straighten 
out the present crazy calendar of 12 
uneven months. There are many mad 
people and institutions in this world, 
but our present calendar ranks high in 
the realms of lunacy. July, for ex- 
ample, was named after Julius Caesar; 
it has 31 days. Of course, his great 
successor, Augustus Caesar, had also 
to have a month named after him, and 
it had to be at least as long as that 
named after Julius Caesar. So a day 
was stolen from February so as to give 
August 31 days! 

The compilers of the world calendar 
have overcome the difficulty in this 
manner: Let each quarter have 91 
days, i.e., 18 weeks each of 7 days. 
Let each quarter have 13 Sundays, 
leaving 78 working days. Let each 
quarter have 3 months. Let each 
month have 26 working days (Satur- 
day being regarded as a working day). 
Let the first month of each quarter 
have 5 Sundays and the second and 
third months each have 4 Sundays so 
that there will be 31 days in the first 
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month of the quarter, and 30 days in 

the next two months. Let each quarter 

aan on a Sunday and end on a Satur- 
ay. 

Based on the above formulae, the fol- 
lowing is the world calendar for the 
first quarter of January, February and 
March. The calculation for the three 
succeeding quarters will be exactly the 
same as that for the first quarter :— 


JANUARY 


Sun. Mon. Tues. Wed. Thurs. Fri. Sat. 
1 2 3 4 5 6 7 
8 9 10 11 12 13 4 

15 16 17 18 19 20 = 21 

22 = 23 24 25 26 27 B 

30.—Ss 3 
FEBRUARY 


Mon. Tues. Wed. Thurs. 
1 2 


6 7 8 9 
13 15 16 
20 21 22 28 
27 28 29 380 

MARCH 


Mon. Tues. Wed. Thurs. 


4 5 6 7 
10 =iil 12 13 14 16 
Be cl Won ae via 23 


24 25 26 27 28 =+29~ 30 

Not only will each quarter of a year 
be exactly the same, but each year will 
be the same. For example, Christmas 
Day will (as in the case of March 25) 
fall on a Monday. So every succeed- 
ing Christmas will be observed 
Monday. If the Churches persist 2 
movable feast or fast days, such a 
Easter, they may do so without inter- 
fering with the operation of the world 
calendar. 
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In a year of 365 days, there will, as 
previously stated, be one world holi- 
day. It will fall on the day following 
December 30. In a leap year, there 
will be two world holidays, one of 
which will fall on the day following 
June 30 and the other on the day fol- 
lowing December 30. These world 
holidays will have some special name, 
possibly of an international character. 


The blessings of every lover of peace, 
order and good government will fall 
upon Miss Elizabeth Achelis, President 
of the World Calendar Association, and 
her band of workers, for their valiant 
effort to bring about a greatly needed 
reform. 


Tobacco and the Poets 


Some years ago I published in this 
section of the Journal some views of 
the poets and philosophers on the 
“weed”. Since then the doctors have 
threatened us poor victims with a dread 
disease, so that the observation of 
Walter Savage Landor may become 
highly pertinent: 


“For thy sake, tobacco, I would do 
anything but die.” 

The following are some further views 
of the poets and philosophers :— 


“Tobacco, divine, rare, superexcel- 
lent Tobacco, which goes far beyond 
all the panaceas, potable gold and 
philosopher’s stones, a sovereign re- 
medy to all diseases.”—Robert Burton, 
“Anatomy of Melancholy”, Part III, 
Section 1. 


“Divine in hookas, glorious in pipe 

When tipped with amber, mellow rich 
and ripe; 

Like other charmers wooing the 
caress, 

More dazzling when daring in full 
dress, 

= thy true lovers more admire by 


ar 
Thy naked beauties — give me a 
cigar.” 
—Lord Byron, “The Island,” Canto 
2; Stanza 16. 
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“A lone man’s companion, a bache- 
lor’s friend, a hungry man’s food, a sad 
man’s cordial, a wakeful man’s om 4 
and a chilly man’s fire—there’s no her 
like unto it under the canopy of 
heaven.” — James Russell Lowell, 
“Tobacco Westward Ho,” Chapter 7. 

“T have some friends, some honest 

friends, 

And honest friends are few; 

My pipe of briar, my open fire, 

A book that’s not too new.” 

—Robert William Service, “I have 
some friends,” Stanza 2. 

“Tobacco is a dirty weed, I like it. 

It satisfies no normal need, I like it. 

It makes you think, it makes you lean, 

It takes the hair right off your bean. 

It’s the worst darn stuff I’ve ever 

seen, I like it.” 

—G. L. Hemminger, November, 1915. 

“Give a man a pipe he can smoke, 

Give a man a book he can read, 

And his home is bright with a calm 

delight 

Though the room be poor indeed.” 

—James Thomson (1834-1882). 


Lancaster on Tact 


At 11 p.m. on the night of the Federal 
elections, it seemed to me that Labor 
was likely to win. To relieve my feel- 
ings of detestation of the proposed abo- 
lition of the means test in respect of 
pensions, I said, in a playful way, to 
my wife: “Well, it won’t be long before 
you get the old age pension.” I 
thought the timeous untruth of the 
statement would take the sting out of 
it. I have learned my lesson; it took 
many days of circumspect walking to 
restore my equilibrium. Sometimes 
even now I wonder if I am forgiven. 

But I am a mere tyro in uxorious 
tactlessness compared with the charac- 
ter Monty, in Oliver St. J. Gogarty’s 
“As I was going down Sackville Street”. 
When the hero asked him to go with 
him to the Bailey: “I can’t,” said 
Monty. “She is waiting for me at 
Mitchell’s. She is not in too good a 
humour. When we were walking past 
the Bailey it reminded her that we were 
twenty-three years married to-day! 
‘What do you propose? she asked. 
‘Three minutes’ silence,’ said I.” 
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PROFESSIONAL NOTICES 


Professional Classified Advertisements in respect of office space, positions wanted, 
partnerships, etc., may be inserted at 5/- a line (minimum 15/-). 


ACCOUNTANCY PRACTICE or part or 
small number of clients wanted Sydney or 
nearby. Top price. LU 2526. 


ACCOUNTANCY STUDENT REQUIRED 
(17-18 years) 

Are you in a rut? If you are not receiving 
the vital practical experience you can train 
with us for promotion to Assistant Company 
Secretary. Telephone the Secretary for full 
details and interview. W. A. DEUTSHER 
PTY. LTD., Mass Production Engineers, 374 
go Highway, Brighton. XB 3147. Night 


MELBOURNE PRACTICE REQUIRED: 
Young member with established city practice 
and small staff, desires to extend activities 
by purchase of practice or part thereof. Would 
consider amalgamation with member contem- 
plating full or part retirement within a few 
years or other arrangement should outgoing 
principal desire to retain some professional 
capacity. Replies to No. 62, c/o Australian 
Society of Accountants, 37 Queen Street, Mel- 
bourne. 


PRACTICE WANTED: Associate, B.Com. 
(Melb.), 39 vears of age, desires to purchase 
ractice, Melbourne, Victorian or Southern 
.S.W. country. Full details to No. 163, c/o 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


PARTNERSHIP AVAILABLE in a ef 


accountancy practice for qualified accounta 
with sound experience in Public Accountij 


and thorough knowledge of taxation. C€ 
required, £1,500. nee to No. 164, c/o 4 
tralian Society of Accountants, 5 Bligh 
Sydney. 


SMALL OFFICE TO LET in central p 
City—Suit young Accountant commer 
practice. Telephone available. Reply “Ad 
tiser”, Box 5285, G.P.O., Sydney. 








Zealand. Also in London and New York, 


Cable & Telegraphic Address: 
“JEFFSTOCK,” MELB. 


Telephones: MU 6255, MU 4582. 





Eric R. Jeffery 


Member of the Stock Exchange of Melbourne. 
Stock Exchange Buildings (Basement) — 
422-426 Little Collins Street, Melb., C1 











5 Bligh Street, Sydney. 
16th August, 1954. 





THE ASSOCIATION OF ACCOUNTANTS OF AUSTRALIA 
(in Liquidation) 


Notice is hereby given that, in accordance with Section 270 (1) of the 
Companies Act, 1936, of New South Wales, a General Meeting of members of 
The Association of Accountants of Australia (In Liquidation) will be held in 
the Conference Room, Second Floor, 5 Bligh Street, Sydney, New South Wales, 
on Friday, 8th October, 1954, at 5.30 p.m., for the purpose of the Liquidator 
laying before the meeting an account of his acts and dealings and of the conduct 
of the winding up during the year ended 24th March, 1954. 


M. G. ROSE, Liquidator. 
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